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CHILE’S FORESTS 

Too much of a 
chip feast 

Page 10 


World News 


Nato warns 
Soviet Union 
on European 
defence data 

Nato ministers warned ttw 
Soviet Union that the salmis* 
stop by Moscow of tnf m rr »wl 
data an its militar y farces and 
equipment in Europe could 
delay ratification at last 
month’s agreement an conven- 
tional farces aits in Europe. 
Bageie • ■ - ... 

Haitian results 

Officiate fa Haiti said there 
wouMbenoneedforarnnuff 
tp decide thecountry’s m*** 
president because radical 
priest Father ^eenBertrand 
Aristide sheared to have won 
abouttwo thirds of the votes. 
Page 4 - 

Party goes legal 

Albania’s Democratic party 
applied far legal registration 
as the first non-communist 
party in the Balkan counter 
for 48 years. Britain and 
AUnnte.opehed talks with a 
view to restoring diplomatic 
ties broken off in 1946. 

Order on race 

US president George Bosh ~ 
entered the Education Depart- 
ment to allow race-based scbot 
arships to colleges and univer- 
sities. Page 4 


Power-shying taBcs opened 
fa-Ramamitltetweea the gov^ 
enmient and fea opposition 
Lfboals. C •• , 


Beahnstudentsfaok'toihe " •• 
streets to protest against the 
planned closure of scenes of. 
u n iversity facul t ies, accusing 
the government erf a witch 
bunt against fateUectuate in 
the former Commtmist east. 

Indian Jud gman t 

India's Siqaeme Court 
reserved Judgment on chal- 
lenges to a $470m cam p ens a- 
ticHi settlementfbr victims of 
the world’s worst industrial 
accident, the 1984 Union Car- 
bide disaster in BhopaL 

Soviet Jews quit 

Hundreds of anxious Soviet 
Jews, fearing the door is about 
to be slammed shut, are dash- 
ing to Germany to escape 
anttsandtism and poior living 
standards. 

Ethiopian famine 

Tbe Ethiopian government 
and Eritrean rebels agreed to 
open a rebel-held Bed Sea port 
fcr the first time in 10 mouths, 
marking a breakthrough tor 
famine relief to unUtons of 
drought victims. Page 6 

Pyfieh apfflt y . 

Presidentelect Ledi Walesa’s . 


mlniirtar ahandime d talks on 
forming anew government 


ences" with the new lsatfcr. - 
ANC rottira 
African National Congress 
President OBvsrTambo 
returned to his home township 
far the first time after SO years’ 

“fl®* ; ;iis. : ' 

PoB denounced 


d epnnwctid aa nncaiha tit uttonal 
an independence referendum 
in Slxjvenia and asked the fed- 
eral government to take mea- 

snrea to preserve national 
integrity. Analysis. Page 14 

Tortelier dies 

French cellist Paul TorteUsr 

died of a heart attack at bis 

hnmfi near Paris. He was 76. 


CONTENTS 


OEC D says, but also urges con- 
tinuatton of effints to create 
a mare open economy by far- 

ther tter^ pi to H wn. par Hf-nltw^y 
in Bgrl mHmw nTvi fTf y. Innrl 

market Page 16 

HABKETS: Nikkei average 
moved up on news of a slowing 


The moderate Basque Nation- 
alist party began coalition con- 
tacts with other nationalist 
groups after talks with the ' 
Sodahste on farming a new 
regional government collapsed. 

Taiwan scandal 

Taiwanese prosecutors charged 
61 people fa connection with 

y w mlHAillton rinTIar nnAm 

ground bank scandal that ' 
imperilled the savings of hnxt 
dredS a( thousands of small 
in ve slun CPage 6 . 


renewed hopes of lower inter- 
est rates to dose at the high 
of 24,424-02, up 636JL1 on sub- 
dued activity. Frankfurt traded 
sideways in thin volume after 
Monda y's pf 
8 per cent, but the D AX index 
reoovmed slightly to dose 1^4 
np at 1,477.81. WaB Street: 
hopes of a cut in interest rates 
Brad share prices cm a upward 
trend in early trading with 
the Dow Jones Industrial Aver- 
age 17.67 up at 2&0i89 at 
UOpm. Stock Markets, Back 
paga^ Section n 

WOULD Bank notes a ^Ugnffl- 

wmf anH Tmgngfq^Tl^^h'b. , , ri«> 

in developing countries’ reh- 

my nm nffiHnl jlaht muj wnmi 

that the Gulf cxisfs is ill umin g 
a "severe burden* on many ' 
developing countries. Page 
16. Details, Page 4; Escape 
from the debt trap. Page 14 

BBASL k to partially lift its 
IBmonth debt moratorium fn 
■ ™ apuarent of strate gy 

rrflectmg the country's despeiv 
yt to n tedation ftre n 

tha iwhwnatfniwa l ft m mrial 
mmmiinlty Page 16 

RAHBA IW- ummial fSHOm 

ekpurt crefflt arrangenifliit fcr 

aw alnfnfw himwnwl (lltg 

ect; secured against coatiracis 
for future ddlvaries of almnin- 
jamu a ss been agreed by a 
guaran- 

oCGetnuuxy, France, UX.Baly 
and Belgium. Page 8 

QaCHOBLOVAKIA concluded 
a trade and economic agree* - 
ment wlth-the Soviet Onion 
for 1961 after a Utter row ovmr . 
ofl supplies. Page 8 

PEUGEOT, French car gro up 
which also embraces Citroen , 
is due to sign a Joint venture 
contract to Paris to make 
CftroSn's newest mo d e l in 
Hubei, China. Page 8 

PKUDNGZON, UK glass 
maker, signed a letter of intent 
with Poland's Sandonatera 
glassworks jointly to build 
a 8140m float glass plant there. 
Production startup is planned 
for eariy 19M. Page 8 

NORTH Sea: threat of strikes 
next year by construction and 
wmintenan ce worker s receded 
as imtona nlaiiiwif break- 
through in their campaign for 
r e co gni t ion . Page 8 

BJL HACY, highly leveraged 
US department store gnnm. 


to subscribe for $119m of new 
preferred stock fa its private 
equity offiring. Page 20 
ARGENTINA is to sell off same 


next year, in a crer tt a nati cn 
of its aggressive priva ti sa t ion 
policies. Page 20 

HONGKONG Bank of Canada 
backed the trend of its parent 
and ftflow subsidiaries with 
a near 4D pea* cent increase in 
profits to C$4&7m ($4L9m) for 
the year. Page 20 

HfTEEtr AMERICAN Develop- 
ment Bank maintained its 
recent high profile in the inter- 
national bond market by 
launching a 755tm issue, lead- 
managed by Danra, the day's 
only new issue. Page 21 

CS First Boston, troubled New 

York-based invest m ent bank, 
completed restructurings which 
will inject $315m of new equity 
Tnt/> the firm and give CS Hold. 
ingof Switsradandmajority 
comtcdL Page a 


Wednesday December 19 1990 


D 8523A 


Business Summary 


Japan growth 
likely to fall 
to 4.1%, says 
OECD report 

Japan's economic growth will 
slow next year from an animal 
68 per cent in 1990 to 4J. per 
cent, accorffing to the Organi- 
sation for Economic Coopera- 
tion and Development. 
Continuing growth in cgiend- 
ing by Japanese oonamners 
will generate increases In out- 


EC postpones meeting with Iraqi foreign minister 


By Robert Mauthnor in Brussels and Richard Totnkfas in Baghdad 


•i' HK European Community 
postponed a scheduled meeting 
with Mr Tariq Arin, Iraq's for- 
mgn minister, yest e rday loBow- 
ing tbe failure erf Iraq and tbe 
US to agree on a date for him 
to meet President George Bush 
fa Washington. 

The rin qffikm wag tekon after 
a twoday meeting of Nato for- 
eign ministers, at which the 

Anianiv gfrrmg t y iw flfBmMwl ^ 

demand that Iraq should 
respect the United Nations res- 
olutions calling upon it to 
withdraw from Kuwait by Jan- 


uary 15. B was not a unani- 
trnras decision. 

The French, Italian, Danish 
and Greek ministers wanted 
the meeting between Mr Axis 
and Mr G famni *ti«» 

Italian foreign minister and EC 
president, to go ahead even in 
the absence of high-level US- 
Iraqi contacts. 

However the majority of the 
12 member countries consid- 
ered such a meeting to be inop- 
portune fa the 

Tbe EC decision was clearly 
motivated by the desire not to 


AMNESTY International, the London-based hmnnw rights 
group, today details 38 methods of torture if says Iraqis 
have used in Kuwait, including mode executions, sever 
ing tongues and giving electric shocks- Details, Page 6 


give tbe Iraqis the impression 

that there ware any disagree- 
ments between members erf the 
western alliance over tire pol- 
icy to be pursued towards Iraq. 

However, Mr James Baker, 
tiie US secretary of state, had 
earlier appeared to endorse the 
meeting between Mr De Mich- 


elis and Mr Aziz, due to have 
taken place today. 

Mr Baker said the US sup- 
ported any diplomatic efforts 
aimed at reaching a peaceful 
solution of tbe Gulf crisis, even 
though a US-iraqi meeting had 

not yet been arranged. 

“The nnn thing we do dis- 


courage is mixed messages," 
he said at a press conference 
after the Nato meeting. 

Mr Baker added that he was 
completely confident that any 
message given to the Iraqis by 
any member of the US-led 
coalition in the Gulf would 
fully respect the UN resolu- 
tions on Iraq. 

All the Nato members, 
farindfag those from the EC, 
had staunchly backed those 
resolutions. 

Mr Baker said the Iraqis had 
not yet accepted any of 15 


Soviets lack budget for 1991 


| By Leyla Boulton In Moscow 

! THE Soviet republics served 
notice yesterday that they 
I would not be steam-rollered 
into a union treaty with the 
Kremlin as fierce fiscal wran- 
gling left the Soviet Union 
without a proper budget for 
1991. 

The "budget war" between 
the Kremlin and Soviet repnb- 
Bcs over how to tax and share 
out wealth has ««n» to a 
as the republics have Tnarfa 
ti lwr they plan to renegotiate 
every aspect at their rdatlan- 
ship with tile centre on equal 
terms. 

The Soviet gove rnmen t was 
on Monday forced to adopt a 
s to pgap budget for the first 
quarter of 1991 without waiting 
for parliament to ' approve 
spending proposals for the 
whole year. 

But this, too, has has already 

become a subject of bargaining 

with the republics. Talks were 
said to be under way last night 
between Russia and tbe central 
government. 

Over the next week. Presi- 
dent Mikhail Gorbachev will 
attempt to persuade republics 
to go along with the stop-gap 
budget and honour centrally 
planned supply agreements 


between enterprises and repub- 
lics. 

The unprecedented “union 
budget" presented to parlia- 
ment last month by Mr Valen- 
tin Pavlov, the Soviet finance 
minister, leaves republics 
freedom to set their own bud- 
gets after making contribu- 
tions to central government. 

His budget proposed central 
spending trf Rbs281-2bn with an 
expected deficit of Bbs80bn. 
But objections from republics 
to the proposed budget, com- 
bined with the feet that the 
Supreme Soviet ran out of time 
to Aiarqymkwn^ mam 

that approval of the foil-year 
budget will have to wait until 
nest year. 

While the new budget struc- 
ture recognises the need for 
gre a t e r republican rights, the 
centre and republics nave not 
yet formally agreed on bow to 
divide responsibilities and 
resources. At least four repub- 
lics do not even want to be 
part of a new unkm treaty for a 
revamped confederation of sov^ 

prpign 

Continued on Page 16 
Bank predicts deep d owntur n 
in E Europe, Page 2 . 
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L o o t ing far s npp o ct: fPkhail Gorbachev at yesterday's meeting of Congress 


Central Asia republics turn on Gorbachev 


By OiiMitin Poof itt Moscow 

SOVIET President Wftbtil 
Gorbachev was yesterday fee- 
ing a growing rebeUfcm from 
once-toyal union republics in 
Central Asia, while a delega- 
tion from Moldavia became 
tee tided to storm out of Ids 
C o n g re ss of People's- Deputies. 

And fate idea for a national 
referendum, republic by 
republic; on whether to pre- 
serve tiie Soviet Union itself, 
was dismissed as “us el ess" by 
Mr Boris Yeltsin, president of 
the Russian federation, and 
Iris greatest political rival. 


Tension in the outlying 
republics is growing, with 
three more bombs exploding 
in Riga, Latvia, pro mptin g 
accu sati ons by n*Uriai« that 
the Co mmun ist party and the 
Soviet army are behind a cam- 
gaign of “pro vo c ati on." 

At tiie Congress of Deputies, 
the super-parliament, the 
majority of deputies from Mol- 
davia marched out to Join 
Idfiuunda and A rmari a fa a 
boycott. They ware prote stin g 
at the p resenc e of leaders dt 
two breakaway Moldavian 


regions width want their own 
independence, and at the 
SovM leadership's refusal to 
have a special debate on the 
issue. 

Erfier , Mr Arnold 

president of Estonia's parha- 
ment, told a boshed amenddy 
of Ms republic's determination 
to leave the union and its deci- 
sion to nominate mi mare dep- 
uttes to the Supreme Soviet, 
tbfi riiiirnny imrn aiiwi ■_ 

Yet the greatest possible 
shock to M r Gorbac hev, battl- 
ing to win support for a new 


union treaty and sweeping 
new pnwklenHel powers, tens 
from the signs of a cammon 
front in Central Asia, where 
the republics are demanding 
to dictate the shape and pow- 
ers of the new national state 
Mr M«w Karimov, kaitw of 
the Uzbekistan Communist 
party and president of its pai> 
liament. threw his weight 
behind Mr Nursultan Nazar- 
bayev from neighbouring Kaz- 
akhstan in refecting the way 
Mr Gorbachev was seekin g to 
lay down the treaty. 


"We are for the union 
treaty. We are for the federa- 
tion. Bat we do not accept tbe 
way this union treaty is being 
drafted from above. The repub- 
lics, getting together, must 
decide which rights and pow- 
erg sh ould be delegated to the 
centre." 

TfaeSovlet leader Js now 

which will ask voters if they 
want to preserve the union, 
planned for this winter. 
Continued on Page 16 


alternative dates suggested for 
Mr Aziz's proposed visit to 
Washington. 

The postponement of the EC- 
Iraqi contacts does not affect 
tiie decision in principle to 
hold a meeting between Mr De 
MfcheHs and Mr Aziz at a more 
appropriate time. 

The intention is still to go 
ahead with it immediately 
after Mr Aziz’s visit to Wash- 
ington, if and when it takes 
place. 

Continued on Page 16 
Middle East. Page 6 

Citicorp 
cuts payout, 
raises loan 
reserves 

By Martin Dickson 
In New York 

CITICORP, the largest US 
banking group, yesterday 
announced plans to slash its 
annual dividend by 44 per cent 
and said it expected to make a 
loss of S300m to $400m in the 
fourth quarter after increasing 
its reserves for problem loans. 
It is also preparing a Mg new 
round of Job cuts. 

The announcement, which 
follows an annual inspection of 
its books by national bank 
examiners, underlines the 
impact of real estate and other 
bad loans on leading US com- 
mercial hawkft- 

The proposed dividend cut, 
from $L78 on an annual basis 
to SLOG, will be put to next 
month’s board meeting. Citi- 
corp said it reflected “market- 
place realities" and was part of 
a plan to Increase capital and 
improve ratios. 

Following the examiners* 
inspection, it is to increase its 
reserve for commercial loan 
losses by S340m in tbe fourth 
quarter, an increase of 5250m 
over tiie thir d quarter. 

As part of a res t ru c t u ring 
programme, it will take an 
additional $9Q0m d « rp fa tiie 
fourth quarter. The result of 
all these actions is that it 
expects to report a fourth quar- 
ter loss of $300m-$400m and a 
profit far 1990 of MOOntSSOfaL 
That compares with a profit of 
1488m in 1989. 

The re stru c t u rin g involves 
staff cuts of about 8,000. But of 
these 3J300 have been made in 
1990 and l^o relate to periph- 
eral businesses that are to be 
discontinued or sold. 

The bank said the restruct- 
uring would result in annual 
cost savings of more t ha n 
S800m, frilly vteflde fa 1992, or 
approximately $500m net of 
revenues lost from discontin- 
uing certain businesses. 


US price inflation figures fuel 
hope of easier monetary policy 


THsadTOtbcmcni appeanaft imana cficcofd ortj 

Jardine Fleming 


By Michael Browse in Washington 


CONSUMER price inflation 
moderated in the US last 
month, the Commerce Depart- 
ment reported yesterday. 

The flprwnT ir>ff * m y n t brought 
relief to fmawrial markets and 
fuelled speculation that mone- 
tary policy might soon be 
eared further to support the 
flagging economy. 

Toe Federal Reserve's open 
market committee met yester- 
day to discuss monetary policy 
after Mr Nicholas Brady, the 
Tressary secretary, said at the 
weekend that there was gmpite 
scope far interest rote cuts. 

Merchandise trade figures 
released yesterday were less 
encouraging. The. deficit wid- 
ened markedly fa October, ris- 
ing to $LL6bn against a revised 
$9L3bn fa September, giving the 
biggest monthly shortfall in 
nearly three years. The 
increase was only partly 
caused by higher oil imports. 

Consumer prices rose CIS per 
cent in November, less than 
half the average monthly 
increase of 0.7 per cent in tin 
three months to October, 
prompting a modest rise is 
share and band prices on Wall 


Street The Dow Jones Indus- 
trial Average .was up 1&58 to 
2£0fL90 in eariy afternoon trad- 
ing- 

Prices have risen at an 
annual rate erf &4 per cent so 
far this year. Last month’s 
i m p rove ment timmiy reflected 
a sharp reduction in energy 
pHflp inflation, weak- 

ness in the retail aectinr alan 
led to a 02 per cent drop fa the 
cost of clothing. The index far 
energy commodifies fell 0.8 per 
cent, having risen 29 per cent 
in the three months to October 
following Iraq’s invasion of 
Kuwait. 

Excluding food and energy, 
"core" consumer prices rose by 
03 per cent for the third month 
running. ... 

However, most of the Infla- 
tion is confined to tbe services 
sector. The index tar commodi- 
ties less food and energy 
showed no increase in Novem- 
ber and has risen only 3J. per 
cent in the past year. 

The October trade deficit 
surprised analysts who had 
been looking far a shortfall of 
no more than fKJbn given the 
economy's softness. Imports 
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Editorial Comment — 
Financial Futures _ 

GoM 

IntJ. Capital MarfcWe 
Loners 


Yugoslavia's prime 
minister, Ante Mar- 
kovfc, Is an obstinate 
man. He persists in 
pushing ahead with 
reforming his coun- 
try’s economy, in spite 
of obstacles from 
every direction. 

Page 14 
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London: 
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Fed Funds 7 &% 
3-n» Treasury BIBs: 
yield: 6 l83% 

Long Bond: 

108% 

yield; B.14% 


«nH expo r ts both hit monthly 
h1c>bo tn cash termR. TrnDOrtS 
rose to *46-4bn from *4L3bn fa 
September while exports 
increased ^*28bn to *3L8bXL 

Mr Robert Mo sbacher. com- 
merce secretary, warned that 
monthly data were subject to 
wide fluctuations. He said aim- 
mWawi figures for Quinar y to 
October were encouraging, 
with the noupetroleum deficit 
running at $48.7hn compared 
with *64.7bn fa 1989 and 
reflected the “growing competi- 
tiveness of American goods." 

Imparts of petroleum prod- 
ucts at *7.2bn were *lbn h^er 
than in September and £L6bn 
faster than the nxmthly aver- 
age for the first three quarters. 
But- October's trade deteriora- 
tion also reflected a *L4bn rise 
fa ncm-afl dgflrft 
. Imports of manufactured 
goods were particularly buoy- 
ant, rising *8bn to *37.Zbn. 
There were big increases fa 
imports of capital goods, con- 
sumer goods and cars. 

The trade deficit for the first 
nine w*wntim was com- 

pared with $92-7bn for the 
same period last year. 
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FT-SEIOft 
21618 (+3A) 
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New York tundMmK 
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SAP Comp 
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24,424J32 (+338.11) 
I4MDON iiOHMY 
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i$ pleased to armoimce the establishment in Japan of 


L MR imn arm - 

SS JF Frontier Fund \ 90-12 




JF 7 DVt <7 77VK ’90-ig 


mi 


liff^SSKSSSSHSSttSBS 


The fh&fimd to be established by a foreign 
investment trust company in Japan for 
Japanese investors. Tbe jimd tmtt invest in international 
bonds t and tbe warrants of companies based 
in tbe Pacific Region. 


Fund size: Y 10.6 billion 


Managed by: 

Jardine Flem i n g I n v e s tm ent Tru^ 
Management Ltd 


Distributed by: 

NlkkD Securities Co. Ltd 


Jardine Fleming 

The leading edge in Asia. 

tOyJxtBA^ncmtagHaliSass Ltd and approved by Robert ttcmiag & Co Lid a member oTTSA 

■Bafcyo 13th December 1090 
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EUROPEAN NEWS 


EC agrees to new 
safety rules for 
part-time workers 


Bank predicts deep downturn in E Europe 


By Anthony Robinson, East Europe Editor, in London 


By Lucy Keliaway in Brussels 


EUROPEAN EMPLOYMENT 
ministers yesterday agreed tx> 
grant all temporary and 
part-time workers the same 
health safe ty condition s as 
full-time workers bat persisted 
in blocking more ambitions 
measures that would improve 
the benefits and terms of 
employment of such workers. 

Yesterday's meeting displays 
the diffi culty that the Commis- 
sion is having in getting 
adopted Its more Important 
measures under its "social 
action pogramme". 

A Commission official said 
the agreement was "a small 
step in the right direction” but 
minsters expressed dismay at 
both the substance and the 
form of two more am bi to us 
proposals. 

These would provide all the 
same terms of employ- 
ment - contracts, holidays, 
social security, t raining and so 
on - to all workers working 
more than an 8 hour week. 

The health and safety direc- 
tive is not expected to require 
substantial changes in the laws 
of most EC c oun tr i es, where 
such workers already enjoy 
protection, so that the agree- 
ment yesterday was not seen 
as any great achievement 


Bonn delays 
decision on 
road tolls 


THE German g o v ern ment has 
postponed a decision to intro- 
duce annual motorway tolls, to 
help cover the costs of unity, 
pending clearance from the EC. 
writes David Goodhart 

The government has sig- 
nalled its intention to charge 
both domestic and foreign 
users DM100 ($66) a year for 
cars, DM1,000 for buses and 
DM2,000 for lorries. 

That intention has released 
howls of criticism from motor- 
ing organisations and more 

SU M ped enmplainta frmw nthar 

EC countries. 

Unlike France, Italy and 
Spain, Germany currently 
makes no charge for using 
motorways. The proposed toll 
would raise about DM5bn a 
year to be used for new road 
building in east Germany. 

Mr Volker Ruhe, Christian 
Democrat general secretary, 
said yesterday that the EC* 
compatibility of such a levy 
hurt to be rfwffcftrt but flrtripd 
that it would be unacceptable 
to impose the toll on German 
drivers alone. 

The go v ernment also seems 
intent on pressing ahead with 
an extra levy of DMSbn on the 
state owned telephone author- 
ity, Telekom. 

The Telekom management 
has protested that it already 
hands over about DM6bn a 
year and that the extra DMSbn 
would have to come from 
hi gher charges. 

• The sharp fall in Industrial 
production in east Germany in 
July and August appears to 
have been halted in September 
and October according to pre- 
Kminary figures from the Eco- 
nomics Ministry in Bonn. In 
September, production rose Z5 
per cent on the previous month 
and in October it rose 1 per 
cent Nonetheless, comparing 
October 1990 with the previous 
year, production foil by nearly 
SO per cent thanks to falls of 35 
per cent in July and 14 per j 
cent in August. 


Danish coalition 
faces squeeze 


A short life Is being widely pre- 
dicted for the narrow minority 
coalition government formed 
by Mr Potu Schluter. Dan- 
ish prime minister, following 
last week’s general election, 
writes Hilar y Barnes. 

Mr Schlttter, always an opti- 
mist, said he saw no reason 
Why the coalition between his 
own Conservative party and 
the Liberals should not survive 
for three or four years, 
although it controls only 59 
seats in the 179-seat parlia- 
ment. But the government 
faces a three-way squeeze. The 
opposition Social Democrats, 
who gained 14 seats for a total 
of 69, are ambitious to get back 
into office. 

The small centre parties read 
this gain, together with the 
loss of five Conservative seats, 
as meaning voters want the 
parties to cooperate across the 
teftright divide, and their sup- 
port for the new government is 
conditionaL 

Meanwhile, the populist 
Progress party will press liar 
tax and expenditure cute on a 
scale unacceptable to anyone 
else. The Radical Liberal party, 
which was part of the coalition 
from 1988 until this week, 
could prove particularly prob- 
lematic for Mr Schlftter. The 
party, with seven seats, 
intends to use its swing vote to 
encourage co-operation 
between the government and 
the Social Democrats. 

The trade unions are also 
flexing their muscles before 
negotiations in the new year 
for the next two-year collective 
wage agreements. 


The aim of the other propos- 
als is to ensure that temporary 
and part time workers are not 
discriminated against. 

However, the effect would be 
to increase the cost of their 
social security and other bene- 
fits - an outcome that has 
been strongly opposed by 
employers. The UK govern- 
ment estimates if imple- 
mented, it would cost employ- 
ers an extra film (SL93bn) a 
year. 

EC officials said yesterday 
that these proposals were 
likely to remain deadlocked 
until the Treaty of Rome was 
changed to allow mat- 

ters to be passed by a qualified 

majority of member states 
rather than by uxuunimity. 
However, the UK would be 
Hkely to block any such exten- 
sion. 

The Commission tried to put 
forward one of the part tone 
workers' directives under a 
qualified majority vote, on the 
grounds that competition 
within the waArt w as 
at stake. 

Several member states yes- 
terday objected strongly to 
this, suggesting that the Com- 
mission may have to back 
down on the issue. 


WESTERN investors should be 
prepared for some form c f mili- 
tary-backed regime in the 
Soviet Union and a "far deeper 
and longer economic down- 
turn” than generally expected 
in east Europe, according to 
the latest E ur ostrategy analy- 
sis by Morgan Stanley. 

In a review of the global 
implications of the crisis in 
east Europe and Latin Amer- 
ica, the bank says unemploy- 
ment could reach 14m, or 21 
per cent of the working popula- 
tion in eastern Europe, and 
30m-40m in the Soviet Union 
by 1994. 

The west has to accept that 
an adequate social safety net 
for eastern Europe is likely to 
cost $270bn-$370bn over the 
next five years," the review 


In a gloomy assessment of 

S ospects in the Soviet Union 
e report says: "Perestroika is 
likely to fail shortly and be 
replaced by one of four options: 
a radical national salvation 
government backed by the 
younger military officer corps, 
a conservative coup by senior 
officers, a military-backed, 
half-hearted economic reform 
government under an increas- 
ingly “bonapartist” President 
Gorbachev, or “chaos*. 

This visum of a Soviet Union 
“poised between coup or 
maos” presented by Mr David 
Roche, bead of the equity 
research department, is backed 
up by co ntrib uti ons from Prof 


Alec Nove and Prof Andrei 
Anikin of the Moscow Institute 
of World Economy. 

Prof Anikin compared Mr 
Gorbachev’s Moscow to the 
last days of the Kerensky 
regime in 1917, a vision shared 
by high-ranking US govern- 
ment and other western offi- 
cials winwn]^ about the sta- 
bility o£ the Soviet government 
at a time when the Gulf crisis 
is nearing its expected peak. 

The report sees the next few 
years “as the darkest hour 
before dawn” for eastern 
Europe hut with the possibility 
of an upswing from 1994 “if 
these countries stick to the 
economic reform packages 
announced. «nd accelerate pri- 
vatisation of property owner- 
ship” 

Mr John WeHemeyer, oil 
analyst, estimates that with tel 
at $30 a barrel, eastern Europe 
win have to pay $17-3bn more 
for it next year, imposing a 
severe deflationary shock 
which w ill lea d “to de faults in 
thg servicing of hard-currency 
debt”. 

Morgan Stanley said that the 
need to raise savings rates in 
the developed world by 2-3 per 
cent of GDP to finance develop- 
ment Of Tjitiw AmoHr^ and 
e a s te rn Europe was the main 
reason behind the cyclical 
sl ow do w n far world ecemo mfe s. 

Tina would keep real in terest 
rates high mih growth in the 
AngtoSaxon world low for sev- 
eral years. 




rates high and growth in the Pensfamert* food parcels: A Soviet official, right, checks pension books in Le 
Anglo-Saxon world low for sev- yesterday before handing out food parcels sent by citizens of Hamburg, German 
eraT years. foodstnffa remain in slrat supply m the major Soviet cities. 

Delors seeks to strengthen his hand in 
high-stake game for monetary union 


checks pension hooks in Leri 
dtixens of H a m b urg , Germany, 
riet cities. 


By David Buchan In Brussels 






Deloxs: danger in keeping quiet and not speaking out 


WITH SPOUT and jazz as his relaxations, 
Mr Jacques Delors saves high-stake poker 

for his professional Hfe And nowhere are 
the stakes higher for Urn than in the pres- 
ent power-play over eco nom ic and mone- 
tary wrrkm (Rmn) 

When he hit out pubUdy this week at 
the way the German, Dutch, Spanish and 
Ftandi finance mimstexs seemed to him to 
be going back on their governments’ com- 
mitments to Emu, he was not just seeking 
to avoid nnt R r H«> n Mini trying to 

give Mr John Major a chance to modify UK 
o ms M op to a angle cur r e nc y . 

He was app ealing to leaders of 
Germany, France, the Netherlands and 
Spain to prod their finance Tmwfat a ra back 
into line over the commitments to Emu 
which thes e EC gover nm ents, plus seven 
others, made in Rome last October. 

R is a high risk strategy. Mr Defers Is 
banking on Chancellor Helmut Kohl, Pres- 
idem Francois M i tterr a nd and Prime Min- 
isters Felipe GonxaleX And Ruud Lubbers 
being "better E uropeans” than their 
finance ministers — and. to some extent, 
having better relatio ns fri th him than with 
their own finance min i s te r s . There is an 
obvious danger that these four leaders will 
simply wwiaidof that Mr Delors is ge t t in g 
too big for his Commission boots, and 

I gnnra Mm hi Rmn n e g oti ation Js 


essentially only between governments. 

But for Mr Defers there is an equal 
danger in not gwairing nnt in a Commit 
nity whose presidency falls into a different 
set of vested national interests every six 
months, he sees it as the Cammisston’s 
duly to cajole, exhort and excoriate mem- 


And the promise by Britain’s 11 partners 
two months ago to set up a European 
central bank in January 1994, at the start 
of a Stage Two of Emu that might be aa 
short as three years before final passage to 
a irtngip c u rrency, is of the utmost per- 
sonal mu professional importance to Mr 
Defers. This former Banque de France and 
French ffwanrw irinMw considers wwmgy 
a driving force of EC integration. 

The view from Brussels is that Emu, or 
at least pg re*™»nt an an Emu treaty , hn« 
to be achieved quickly, or it may not be 
achieved at an. EC officials see many 
winds — a Gulf war, econo m ic recession. — 
that could blow Emu off course. They are 
thus v e ry anxious tb«t Hie Emu negotia- 
tions should catch the c u rren t pro-Emu 
tide that fa stin r unning strongly in most 

M rfK imlripa, and alarmed attfaefoBowfalg 

signs of delay: 

• life Theo Waigel, the German finance 
minister, is described as having been 
"very tough” at the opening of the Emu 


OECD review will help Gonzalez I Gloomy view on French growth 


By Tom Bums in Madrid 


By Ian Davidson in Paris 


THE annual OECD survey of 
Spain yesterday provided Mr 
Felipe Gonzalez’s government 
with gtp nn g ammunition in its 
battle to impose wage modera- 
tion by hi ghlight ing the dan- 
gers that escalating labour 
costs pose to the domestic 
economy. 

The report forecasts an infla- 
tion rate that will remain 
higher than that of Spain’s 
main European Community 
trading partners over the next 
two years, albeit with dimin- 
ishing d if fffr»mMfl 1 fl , and a cur- 
rent external deficit that Is 
likely to be higher than its 
long term sustainable level. 
The outlook, says the OECD, 
“cannot but call for a continua- 
tion of tight polities.” 

The survey says that “a wor- 
rying feature" of the strong 
demand-led growth in the lat- 
ter half of the 1980s was “the 


continuance of the rapid deteri- 
oration in cost and price com- 
petitiveness which is eroding 
the relative profitability of 
exports and investment” 

Mr Gonzalez is due to pro- 
pose a "competitiveness pact” 
to parliament next month 
which will ask oppos i tion par- 
ties to back the government an 
wage restraint The prime min- 
ister hopes such endorsement 
will impress the union leader- 
ship in advance of amwnai 
round of collective salary nego- 
tiations. 

The OECD says that “dose 
adhere nce at wa ge settle ments 
to the government’s objective 
of &8 per cent in 1991 would 
not only reinforce pra t - ra ra 
of disinflation but, by boosting 
the potential output and 
employment growth over the 
medium term, would also gen- 
erate positive dynamic effects 


in the zeal economy.” 

Mr Gonzalez's gove rnm ent 
gets high marks from the 
OECD far its policy of slowing 
the economy through tighter 
monetary conditions and bud- 
getary cutbacks. The survey 
says that before the Gulf crisis 
there was a significant slow- 
down of domestic demand and 
“the rise of both underiying 
Inflation and of the current 
external deficit were seemingl y 
being arrested.” 

The sharp increase in oft 
prices has however “brought 
fids stm hesitant unMdtug of 
a ‘soft landing* m - wm i- i n to a 
halt” 

The survey also forecasts 
that consumer price inflation 
will remain “broadly 
unchanged* between 1989-1991 
and that the current external 
deficit will co ntinu e to rise in 
199L 


THE SLOWDOWN in the rate 
of French economic growth 
over the past year is likely to 
continue into 1991, according 
to an end-af-year assessment 
by lnsee, the government sta* 
tistical institute. 

The economy will continue 
to expand but the slower rate 
of growth means that French 
unemployment, long one of 
tiie black spots, is unlikely 
to get better and may get 
worse, according to the 
report. 

During the first half of 
next year, French gross 
domestic product should 
grow at an annual rate of 2 
per cent, compared with 2.6 
per cent in 1990 and 3-7 per 
emit In 1989. 

A similar slowdown in Job 
creation is also likely to con- 
tinue next year. 

The number of jobs created 


this year declined to 220,000 
from 290,000 in 1989. and 
Insde expects a farther 
decline to 180,000 new jobs 
in tiie 12 month* from mid* 
1990 to nrid-1991. 

Moreover, manufacturing 
Industry has been losing jobs 
again since the third quarter 
and Insee expects 50,000 
more jobs to go in the 12 
months to mid-1981, notably 
in tiie car Industry and to a 
lesser extent in consumer 
goods and intermediate prod- 
ucts. Despite a wage push in 
the first . half of this year, 
and tin surge in oil prices In 
tiie second, inflation has 
remained stable tills year at 
8.6 per cent, as in 1989. 

As a result there has been 
a squeeze on company profit 
margins, a trend which Insee 
expects to continue in 1991. 

The slowdown in the rate 


of growth has also p romp ted 
a d e c lin e In the rate of new 
corporate investment; which 
has expanded by around 5-6 
per cent in volume this year, 
against more than 7 per cent 
in 1989. 

The trade deficit is esti- 
mated to have deteriorated 
this year by FFrlObn to 
FFr55bn (910.76bn), almost 
exclusively because of higher 
Oil prices. 

The deficit in manufac- 
tured products worsened dur- 
ing the year from FFr21bn in 
the first half to FFr84bn in 
tiie second of the year. . 

Insde expects a slight 
improvement in the manu- 
factured products deficit, to 
around FFrSObn in tiie first 
half of next year, but the 
overall trade deficit is likely 
to total FFr40bn dating the 
same period. 


The Turkish economy moves unsteadily forward 

Gulf-related losses overshadow some progress on. more familiar problems, writes John Murray Brown 

F OUR months into the in fl at i o n, a f42fan foreign debt i “ \ k vote business has long been example is Tek - the sts 

Gulf crisis Turkey’s ami a cummt account wbidi rimKKW ***”» FX us ^ I accustomed to the prospect of electricity company whit 

economy displays all the this year has sHnped into defi- TwHaiT r * ■ / \ I crices rfedng at ckne to so wr mmiins immH 


F OUR months into the 
Gulf crisis Turkey's 
economy displays all the 

halting characteristics of 6ia^ 
most curious o£ Ottoman tradi- 
tions, the inarch of tiie impe* 

I rial guard - one step back for 
every two steps forward. 

Policy makers are bracing 
themselves for another hard 
winter. But while the crisis has 
ma d e a nonsense of most gov- 
ernment projections, there is 
little evidence of direct damage 
to the economy. 

Official estimates of the cost 
to Turkey of enforcing the 
United Nations embargo range 
between S2bn (Eibn) and |9bn. 

Receipts from transport and 
tourism have been badly hit 
and Turkey has foregone as 
much as 3600m in royalties by 
closing the pipeline taking 
Iraqi ofl to the Mediterranean. 

But the figures are largely 
guesswork at this stage. 

Indeed the State Planning 
Organisation is projecting 
growth at 5.7 per cent In 1991, 
compared with 9 per cent this 
year and L7 per cent in 1989. 
Exports and investment contin- 
ues to rise. 

Turkey’s underlying prob- 
lems, however, remain the 
familiar ones - chronic high 


inflation, a $42bn foreign debt 
and a current account which 
thin year i»w slipped i n to defi- 
cit after two years in surplus. 

After seven years of market- 
based reform. President Tuigut 
Oral’s dream of a modern, 
industrialised share-owning 
democracy has still some way 
toga 

Turkey, Hke many develop- 
ing countries, is caught 
between the need to encourage 
the private sector while main- 
taining public services for 
large parts of society living 
outside the modem market 
economy. 

On the trade accou n t, Turk- 
ish exports has been little 
effected by the 35 per cant 
appreciation of the real 
exchange rate since 1988, 
underlining Industry’s new 
found competitiveness. 

Textile exports, for example, 
increased 17 per cent in the 
first nine months of 1990. 

On the other hand, the 
strong lira has prompted a 
s ur ge in imports, with the cur- 
rent account deficit now set to 
reach in 1991, the high- 

est level since the early 1980s. 

“We are going through a 
consumer crisis. But you can’t 
tell people to spend less ” says 


KUWAIT 


Mr Adnan Kahved, the finance 
minister, who last wed; pres- 
ented the new budget to parite- 
meat 

•fighter monetary policy has 
helped to restrain tiie. public 
sector deficit The public sector 
borrowing requ i re ment (PSBR) 
is set fell to 7.5 per cent of GNP 
in 1991, compared with 9J per 
rent flik year. 

The high 1990 PSBR is partly 
explained by the inventory 
costs of TMO, the state food 


agency, which bought large 
amounts of wheat tms year. 

The government can also 
claim a degree of success in 
controlling inflation 


T he current import surge 
is helping to hold down 
the prices of some prod- 
ucts, a trend particularly 
noticeable in the onto and 
white goods sectors. 

This is in sharp contrast 
with recent experience - pri- 


vate business has long been 
accustomed to tiie prospect of 
prices rising at dose to 60 per 
cent 

But elsewhere, tiie strain is 
beghmtng to show. 

After a decade of wage 
restraint - a major factor in 
maintaining the export drive 
- union problems are bade 
with a vengeance. 

The country's largest ever 
strike at coal mines on the 
Blade Sea coast is now in its 
third week. 

Both opposition parties — 
the conservative True Path 
Party and Social Democratic 
Populist Party — have backed 
the onions. The labour m mwt 
shows signs of spreading to 
other sectors, like textiles, 
which was Turkey’s most 
important export earner last 
year. 

A round of high wage settle- 
ments will certainly put public 
finances under increased 
strain. But as the OECD points 
out, wages are not the cause of 
Turkey's inflationary spiraL 

The greater challenge is how 
to finan c e tiie large state sec- 
tor, which still accounts for 
about 30 per cent of industrial 
output while absorbing 60 per 
cent of public investment An 


example is Tek - the state 
elec tricity company which 
employs around 70,000 people 
— but which W debts of dose 
to $4bn. 

Ih the fight a gainst inflating 
tiie government is now restrict- 
ing the price of state enterprise 
products. 

As a result; many c or pora- , 
tions are now borrowing, push- 
ing up inter-bank rates and < 
making life even more difficult 
for private companies. 

Privatisation as a solution 
has lost some of its appeal, 
even among yim niBwnt offi- 
cials.- 

Since its start in 1984 pro- 
ceeds from the programme 
have totalled Tll^OObn, but the 
public’s appetite for large-scale 
sell-afls of state companies has 
proved limited. In addition 
bankers have warned th*t the 
programme could crowd out 

the capital needs of the private 

sector. 


President OzaTs exasperated 
suggestion to “sell at any 
ptioe was a measure of the 
government’s failure to 
«Mn»s the problem of public 
fin ance, which remains Tur- 
jang le greatest economic 


GM looks! 
elsewhere 
as Slovak 
talks lag 


By Kevin Done, Motor 
industry Correspondent 


inter-governmental conference. He 
suggested that the Community was 
nowhere near agreement on adequate bud- 
getary discipline fix- Emu, and that in 1994 
the EC should stop short of setting up the 
planned EuroFed central bank and merely 
strengthen the EC central bank governors’ 
committee instead. Earlier this month, Mr 
Wim Kok, the Dutch finance minister, 
tiie same point. 

• Mr Pierre Bdrdgovoy, French finance 
minister, has recently not only been polite 
about Britain’s hard Ecu nroDOsals. but 
also called for a strong “political counter- 
weight” to the EuroFed, a dwwB difficul t 
to reconcile with Germany's insistence on 

EuroFed independence. 

• Mr Carlos Solchaga, the Spanish 
finance minister, has made no secret of his 
desire to move slowly towards Emu._seiz- 
ing on the hard Ecu idea as the passible 
core of a prolonged transitional Stage Two. 

The net effect of all these hesitations is 
to give tiie UK a chawy to pick up allies 
that is .far too big for Mr Defers* liking: - 
The Commission president stresses tiie 
effort he made last June to welcome Mr 
Major's hard Ecu ideas as fanning a possi- 
ble bridge along which Britain would walk 
towards its EC partners. Now, however, 
there are signs of movement along that 
bridge, in the opposite direction. 


EC ministers 
clear loans for 
Yugoslavia 


By David Buchan-. 

In Brussels - 


EUROPEAN Community 
foreign ministere/deckied yes- 
terday to lend. Yugoslavia 
Ecu730m (£514m) over 1991-95, 
and to subsidise the interest cm 
these loans with Ecu77m 
drawn from the EC budget. 

This is a substantial increase 
on the Ecu550m worth of Euro- 
pean Investment Bank loans 
under the Community's second 
five-year financial protocol 
which runs out inmid-1991. 

It reflects the fact that Yugo- 
slavia has been targeted for 
special aid, along with other 
newly-democratised east Euro- 
pean countries, from the Group 
of 24 western aid donors which. 
i nc l udes EC states and is co-or- 
dinated by the European Com- 
mission. 

The latter body also 
announced yesterday that it 
was paying Ecn35m into a fund 
organised by the International 
Monetary Fund and World 
Ba n k to help capitalise Yugo- 
slavia’s commercial banks 
properly. 

Last weekend’s EC summit 
in. Rome. decided to contribute 
to currency stahfliaatlop ftrntk 
of Ecu700m and EcU500m 
respectively for Czechoslovakia 
and Hungary. EC offfciah yea* 
terday expressed disappoint- 
ment that the Community's 
Q24 partners appeared reluc- 
tant to pay their share i nto 
these funds. 

However, on aid to : the 
Soviet Union, which is not yet 
coordinated at a G24 level, EC 
fina nc e ministers have finali- 
sed emergency food aid w o rt h 
EcuTHOm. (one-third grant, two- 


thirds credit) and as 
supplementary EC l 

1991 from which 
Moscow Ecu400m in 
aid. 


EUROPE 
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GENERAL MOTORS, the 
world’s leading car-maker, is 

turning it* attention to j&tes in 

both west and east Europe to 

build a S2S0m-$350m transmis- 
sion plant Mowing inconclu- 
sive talks with the Stovak gov- 
ermnent. 

The talks cm the establish- 
ment of transmission manufac- 
turing and vehicle assembly 
operations at the Bratlslavslte 
Automobflova Zdvody (BA3) 
plant in Bratislava, had been 
going on since November, . 

and GM said yesterday that 
it had decided to tavestigate- 
alteroative sites in Europe. 

Discussions with the Slovak 
government are continuing, 
but GM said yesterday that it 
had not been possible “toreach 
agreement to date on several 
important issues.” It is under- 
stood that the main stumbling 
block is the level of state finan- 
cial support. 

GM is coming under acuta 
time pressure, as the gearboxes 
are required for GM cars 
planned to be in production 
from 1992/93. The plant would 
manufacture up to 250,000 
transmissions a year largely 
far export to GM car assembly 
plants in west Europe. v _ 

It is now reviewing a possi- 
ble expansion at its existing 
manufacturing sites in Europe.' 
It currently produces tramanta- 
stems at Aspens, near Vienna, ' 
at Bochum and ROssebheim in 
Germany and at Strasbourg. ' 

The company is also- study- 
ing alternative sites in east 
Europe. Earlier this year GM 
decided to build an engine 
plant and small volume car 
assembly plant in Hangary. 
and in recent days a GM 
Europe delegation fed by Mr 
Robert Eaton. GM Europe pres- 
ident, hag also visited Poland. 

It is developing contacts 
with FSO, the Polish producer 
of Fiat-based cars in Warsaw.. 

The Slovak government said 
yesterday that it was renewing 
its earlier negotiations with 
Volkswagen of Germany, 
which have included talks an 
either car or van assembly. 
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WORLD TRADE NEWS 


Peugeot set for 

joint 
venture in China 

By John Elfiott iri Hong Kong and Willfam Dawkins 
in Paris 



PEUGEOT, the French car 
gyonp- which also embraces the 
CftfoSn marque, is don to sign 
ajtrtnt' venture contractm 
Paris today to make Citm&i's 
newest model to the Chinese 
inovince of HubeL 

Investment is expected to 
total at least Yuan 3bn, inctnd- 
hUr 30 pei* emit from Citrogn, 
udth the rest from the Chinese 
partner, the long-established 
Second Automobile Works, 
French industrial officials say. 

Assembly -of imported kits is 
due' to start next year, building 
up to toll local production of 
150,000 cars a year by 1994, 
with a significant increase at a 
second stage. 

Christened Aeolus-CitroSn, 
the project win be based in the 
dty of Wuhan -and produce the 
ZX, a small to medQum-sized 
Car duo to-be launched In 
Frahce late in the first quarter 
of next year. 

■' The ZX will compete against 
hatchbacks like the- Volkswa- 
gen Golf, which is about to be 
produced ■ in China in a 
DMLtibn <£550m) joint venture 
signed last month between the 
German -group and the First 


Auto Works in the northern 
province of -Jilin. Volkswagen 
war also make Jetta Kainwry 
there and already produces 
S an t an a dedans at a joint ven- 
ture to Shanghai, 

This makes Peugeot the sec- 
ond^ European car company to 
sign a second joint venture 
agreement in nhW it already 
has a factory to the southern 
city of Quangxhan producing 
Peugeot 504 and 505 station 
wagons, pick-ups and cars. The 
projects show that China has 
now decided to use foreign 
companies that have gained 
experience to the country to 
modernise its older plants. 

- The Peugeot deal comes after 
nearly tour years of negotia- 
tions, delayed by ihe -Imposi- 
tion of EC ganriJoTH? against 
China following the military 
crackdown on the student riots 
of June last year. 

This included a block on 
state loans, lifted last Febru- 
ary, Mr Raymond Raveoel, 
Citroen’s international affairs 
adviser, was yesterday Quoted 
as saying that the investment 
includes up to FFr2bn of 
French gov ernmen t loans. 


Export credit signed for 
Bahrain smelter project 

By Stephen Fidler, Euromarkets Correspondent 


AN UNUSUAL $580m (£302m) 
export. credit arrangement for 
ah atommfam. smelting yoject 
in Bahrain has been signed, 
virtually completing a financ- 
ing which has taken two years 
id assemble. 

:->The export credits, provided 
by a group of banks with the 
guarantees of the export credit 
agencies of Germany, France, 
the UK, Italy and Belgium, are 
unusual' in that they axe 
secured against contracts for 
f u tu re deliveries of aluminium. 
."‘Although international 
banks are used to such secu- 
_rlty r most -export credit agen- 
cies are not familiar with, the 
concept and prefer to lend with 
a sovmBign^guarantee. 

However, "the government of 


Bahrain was not wQltog to pro- 
vide its gg plirit guarantee for 
the financing of the proje 
although it has agreed to off- 
take some of the product 

Financing for the project, an 
extension to the existing Alu- 
minium Bahrain smelter, totals 
$L45bn and follows equity and 
commercial bank agreements 
signed to July this year. The 
expansion includes an 800MW 
power station and increase 
capacity to 460,000 tonnes a 
year. Bankers said Iraq’s inva- 
sion of Kuwait had probably 
delayed completion of the fin- 
ancing. 

Chase Investment Bank and 
Gulf International Bank were 
financial advisers to Alnmfo- 
fam Bahrain. - 


Prague and Moscow reach 
trade p^|tf% of mvr 

By Layla Boulton in Moscow 

CZECHOSLOVAKIA has 
concluded a- trade and eco- 
nomic agreement with the 
Soviet Union for 1991 after 
resolving a - bitter row over oil 
supplies.- ; -1' 

- ■■ Under the deal, Moscow will 
supply Czechoslovakia with 
7.5m tonnes of oil, an amount 
which still falls way below an 
initial- - Czechoslovak - request 
for lSm tonnes, or this year’s 
level The Soviet Union, in the 
throes - nf economic crisis, 
causedsevere economic disrup- 
tum.totts Bast European part- 
ners, by fatong to honour com- 
mitments -for subsidised oil 
deliveries this -year. ' 

-Instead-; of 16.6m tonnes 
promised for 1990, Czechoslo- 
vakia received only 13m 
fnnnfts. Prague in turn threat- 
ened: to 'cut back exports of 
fond and industrial goods and 
to deal directly with Individual 
Soviet Tp pnfoWft*- 
It then began by-passing 
Moscow for oil suppHes, obtain- 
ing 200,000 tonnes cf oil from 

Siberian, producers, in ^Tyumen 
iir exchange for food and con- 
sumer goods. Prague hopes to 
increase locally -obtained sup- 
plies by equipping individual 


1r£ fij.-iM. V.I- 

So viet enterprises with 
machinery and technology. 
The 7.5m tonnes Is sternly the 
amount guaranteed by the 
Soviet government. 

Although Soviet oil exports 
will for the first time be calcu- 
lated at world prices to hard 
currency from January 1, it 
will stm be cheaper than other 
sources because it is pumped 
into Czechoslovakia through 
the Drazhba (Friendship) pipe- 
line. 

The agreement, signed here 
on .Monday during a visit by 
Mr Vaclav Vales, the Czecho- 
slovak deputy prime minister, 
also officially dears tha way 
for Prague to deal directly with 
individual Soviet republics. Mr 
Pavel Svoboda, economic coun- 
sellor at the Czechoslovak 
Embassy in Moscow, said 
experts were already working 
on new economic accords with 
Russia, the Ukraine and Uzbek- 
istan. 

Prague wanted on from Rus- 
sia, coal and precious metals 
from -the -‘Ukraine and- cotton 
from Uzbekistan, he added. In 
return, it proposed to sell them 
food, consumer goods and 
machine tools. 


Private-enterprise Poles posh 
into new Soviet market 

^By Christopher Bobinskl. recently in Minsk, Byelorussia 


ROUSH COMPANIES are 
increasingly turning to the 
vast Soviet market after years 
©f complaint that .trade with 
•the Soviet Union was mining 
their country. 

Russian unwittingly lear ne d 
to school, is being brushed up 
as - private - and state business 
sectors, pressed by low; domes- 
tic demand, try to survive by 
recapturing the 9 per cent 
'Share of the Soviet market 
Poland had under the Comecon 


[OUUJ5 

After 11 months of fids ^ 

‘exports to Soviet Union at 

bles 55hn are 17 per cent down 
-on the same period last year, 
but a 42 per cent foil in imports 
^toean^ ‘Poland has a trade sur* 
■plus worth Rbs 2.6bn. . 

- January 1 will see a switch 
to hard currency pricing; and 
exports will be vital if Poland 
is to be able to pay for key 


. Jlext year’s budget projections 
. foresee! a tl.llm- (£570m) trade 
deficit fcn overall exports worth 
S14:5bn, against this year’s 
$4bn surplus in trade with 
-hard-currency partners; 

Polish salesmen are braving 
the hardships of crowded bor- 
der crossings, to search for 
Soviet, chants with. either hard- 
currency or goods suitable for 
barter. “ 


In Minsk last week, at Part- 
ner Bis, a fair organised by 
Perfect Agio, a private Gdansk- 
based trading company, the 
offensive ground to a halt The 
130-or-so private and state sec- 
tor companies encamped in the 
exhibition centre found to their 
dismay that their Soviet part- 
ners still had no clear idea 
what rules are going to apply 
from the start of 1991. 

But business done over the 
week, at the cost of some $1,400 
a stand, amounted to $17m and 
Rbs 47m, a foil on a similar fair 
to Minsk to October which 
delivered contracts worth $67m 
and Rbs 168m. 

State-owned giants which 
under the old agreements were 
certain of delivering 70 per 
cent of their construction 
machinery to the Soviet Union, 
were present to Minsk ready to 
barter a mechanical digger for 
safety matches if need be, 
because of the problems of sett- 
ing their goods. 

Others were simply offering 
western products, hoping to be 
paid even in Soviet plastic 
buckets and plastic toys. Also 
on offer were, deliveries of 
S^)00-tonne tanker-loads of die- 
sel fuel, the first Soviet petro- 
leum products Imported by a 
private Polish company. 


Pilkington 
in deal for 
$140m Polish 
glass works 

By Christopher Bobirtaki 
in Warsaw 

PILKINGTON, the UK glass 
maker, has signed a letter of 
intent with Poland ’s Sandom- 
ierz glass works jointly to 
build a 3140m (£7&9m) float 
glass plant there. 

The equity value of the ven- 
ture will be about $4&m with 
International Finance Corpo- 
ration, the World Bank associ- 
ate, hiring a 15 par cent share. 

It is hoped the plant will 
start up operations early in 
1994. 

Sandomierz has been negoti- 
ating with Aaahi Glass of 
Japan for some years, and the 
Pilkington proposal would 
mark the largest British 
investment in Poland to date. 

At the moment, Poland has 
1,500 foreign joint ventures to 
operation, of which 5 per emit 
arenart-BrftislL 

The letter of intent comes as 
the Polish government is due 
today to ^im-ncc foreign invest- 
ment law changes. 

These include provision for 
unlimited transfer of profits 
abroad and removal of the 
need for permission for foreign 
joint ventures with private- 
sector companies. 

Three-year tax holidays are 
to be maintained to priority 
areas, and where foreign 
investment exceeds $2m. 


Japan responds with calm to Gatt crisis 

But bureaucrats are busy mapping out a new trade strategy, reports Robert Thomson 


F OR a country perceived 
to be uniquely vulnera- 
ble come file collapse of 
the world trading system, 
Japan has responded with a 
strange calm to- the crisis in 
the Uruguay Round negotia- 
tions to liberalise world trade. 

Japanese ministers have 
deterred discussion of the 
issue, preferring to concentrate 
on year-end party obligations 
and other matters of pressing 
local interest, while some poli- 
ticians presume that the trad- 
tog order’s demise would high- 
light Japan’s economic 
strength and the weakness of 
the competition. 

But to the two weeks since 
the collapse of the Brussels 
talks, there has been consider- 
able bureaucratic activity 
behind the political compla- 
cency and corporate silence. 
And Japanese negotiators are 
close to finalising the condi- 
tions on which they will open 
the rice market to imports. 

The problem is timing For 
domestic political reasons, offi- 
cials still have no plan to maicA 
an offer before the EC and US 
reach agreement on agricul- 
ture, as a decision to allow rice 
imports will hurt the ruling 
Liberal Democratic Party, 
which wants to keep the public 
debate brief. 

A popular proposal circulat- 
ing within the Agriculture 
Ministry - aggressive to its 
pnblic opposition to rice 


imparts - provides for amend- 
ments to a Swedish submission 
made two weeks ago that 5 per 
cent be set as a minimum for 
compulsory imports of pres- 
ently banned products. 

The Japanese proposal, 
unlikely to hit the negotiating 
table before the last of the 
deadlines, is for a two-tier sys- 
tem, with a 5 per cent opening 
for some products and a 3 per 
cent level for products crucial 
to “food, security", which, in 
Japan’s case, means rice. 

Japanese negotiators say 
that the principle of “food 
security” must be enshrined in 
any Gatt package on agricul- 
ture, and that future increases 
in the 3 per cent level must be 
considered as a separate issue 
from a broadening of access for 
products to the 5 per cent cate- 
gory. 

With rice policy virtually 
settled, albeit privately, Japa- 
nese officials have unexpect- 
edly praised EC flexibility and 
condemned the US for intransi- 
gence on agriculture. 

Mr Noboru Hatakeyama, 
director-general of interna- 
tional trade policy at the Minis - 
try of International Trade and 
Industry, last week said that 
the US and Cains Group had 
been “very, very rigid’* during 
the Brussels negotiations. 

He was probably articulating 
a frustration felt by his negoti- 
ators at US inflexibility on a 
range of issues, and reflects 



disappointment at problems 
arising in negotiations over 
Intellectual property. 

"What we can see now Is a 
problem present from the very 
start of the Uruguay Round. 
Some people in Washington 
have seen the round as an 
attempt to make the rest of the 
world more like America. This 
should be a give and take pro- 
cess, but these people are not 
counting what they have 
gained, they only count what 
they have lost,” a senior nego- 
tiator said. 

He is perturbed by the influ- 
ence of US industry advisers, 
whom he says have taken a 
dislike to the emerging Gatt 
package and have become bel- 
ligerent: “They are very 
self-righteous. They have a cer- 
tain seif-image, and the negoti- 
ations are showing the eco- 
nomic reality is slightly 
different. They don’t like that." 

A second reason for Mr 
Hatakeyama ’s sadden embrace 
of the EC is apparently related 


to the growing perception in 
Tokyo that relations with the 
Community must be cultivated 
and that past trade policy has 
been too heavily weighted 
towards Washington. 

Japanese negotiators feel 
that they have Washington’s 
measure, but admit to difficul- 
ties to understanding how con- 
flicting national objectives are 
blende into EC policy. 

The government is watching 
closely for signs of an improve- 
ment in relations between the 
US and EC, and even Japanese 
negotiators have sought expla- 
nations from foreign diplomats 
about the personalities and 
attitudes of President Mitter- 
rand of France and Chancellor 
Kohl of Germany. 

Tokyo's faith in the durabil- 
ity of trade harmony regard- 
less of a successful Uruguay 
Round seems surprising. Mr 
Hatakeyama presumes that 
Gatt rules will continue to 
operate even if the Gatt col- 
lapses. Other Mitt officials 
believe that too much work 
has been done on Issues such 
as investment measures, intel- 
lectual property and anti- 
dumping for the round to be 
completed without agreement 
to some of these areas, regard- 
less of the fate of agriculture. 

A senior Agriculture Minis- 
try official said that the world 
trading system is now “so 
interrelated” that “we can’t 
conceive of any situation in 


which Japan would be hit hard 
without other nations being hit 
hard”. 

“The US is always trying to 
create a crisis. Our position is 
to proreed in a calm manner 
with realistic ambitious. US 
negotiators should be more 
realistic,** the off icial said. 

Unfortunately for Japan, this 
laid back approach is whining 
few friends and is soaking up 
goodwill to Washington. If Gatt 
negotiations on agriculture 
remain unsettled, and Japan 
keeps its proposal In a desk 
drawer, the US could resort to 
bilateral methods. 

This scenario was considered 
in an editorial in the Nihon 
Kelzai Shim bun. the leading 
economic daily. “By failing to 
act, Japan has made one choice 
- increasing the likelihood 
that the US will resort to bilat- 
eral negotiations to press for 
the opening of the rice mar- 
ket...this would give rise to 
bilateralism at the expense at 
multilateralism. ” 

To highlight the point, the 
US Rice Millers’ Association 
has just announced plans to 
file a complaint against Japan 
under Super 301, the punitive 
section of US trade legislation. 
Mr Clayton Yeutter, the US 
agriculture secretary, prides 
himself on having done Tokyo 
the favour of keeping rice off 
past hit lists - is he ready to 
do Japan another favour? 
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AMERICAN NEWS 


Aristide emerges as president of 


By Canute James in Kingston 


ELECTION officials in Haiti 
say there will be no need for a 
runoff to decide the country's 
next president because radical 
priest Father Jean-Bertrand 
Aristide appears to have won 
about two thirds of the votes 
cast in presidential and legisla- 
tive elections on Sunday. 

However. Mr Marc Bazin, a 
conservative economist who 
came a distant second, has 
asked the electoral commission 
to declare null and void the 
vote in some regions. 

The request is unlikely to be 
entertained as hundreds of for- 
eign observers who witnessed 
the voting said there was no 
visible fraud although there 
were administrative problems. 

The conduct of the elections, 
which took place under threat 
of violence from thugs loyal to 
the Duyalier family dictator- 
ship which was overthrown in 
1986, has been welcomed by the 
DS. “The Haitian army and the 
security forces acted admira- 
bly," said Mr Richard Boucher, 
a spokesman for the DS State 
Department. “We call on all 
parties to respect the result of 
the election.” 

Haiti’s Caribbean neighbours 
have welcomed the conduct of 
Sundays's elections, and have 
suggested Immediate interna- 
tional financial assistance for 
the country. 

“Haiti is now in the demo- 
cratic fold and it Is for us in 
the Caribbean to keep it 
there,” said Mr John Compton, 
prime minister of St Lucia, 



Argentina 
paralysed 
by reports 
of ‘mutiny’ 


White House retreats ou 
race scholarships ban 


By Lionel Barber in Washington 


By John Barham 

in Buenos Aires 


Supporters of Jean-Bextrand Aristide ride by the National Palace in Port An Prince, H ai ti 


who was in Haiti as an 
observer of the poQ. 

“Haiti has been stalled for a 
long time and now needs a 
jump-start The international 
community must move quickly 
and get some money Into 
Haiti." The country is among 
the poorest In the Americas. 

Fears of post-election vio- 
lence increased on Monday 
night following the ffegfrh of a 
pregnant women and injury to 
several people whoa a group of 
men, said to be policemen. 


opened fire indiscriminately on 
a crowd celebrating the expec- 
ted victory of Father Aristide. 

Police denied involvement, 
according to local radio reports 
yesterday. Huy quoted police 
as saying that police 
merely shot over the heads of 
tiie crowd, and that the woman 
had been ran over by a pickup 
track accidentally. 

The incident came after 
extraordinarily peaceful elec- 
tions. Observers from the 
United Nations anil ftp Organi- 


sation of American States 
(OAS), and an International 
team led by former US presi- 
dent Jimmy Carter, praised the 
vote and fold w arm words for 
the army, which had been 
widely blamed for acquies- 
cence in the violence that 
halted 1987 elections. 

Foreign officials also 
expressed optimism that multi- 
lateral financial agencies 
developed countries would pro- 
vide economic aid to a demo- 
cratic Haiti 


FALSE radio reports of 
Argentine tank movements 
tiiggered fears of another mili- 
tary upri s in g and briefly para- 
lysed the country on Monday 
evening. 

Two armoured columns 
were reported to be advancing 
on the provincial town of Cba- 
jarf, where the garrison, began 
to digin to face the attackma. 
In Buenos Aires, President 
Carlos Maaam an 
gency meeting with the 
defence minister and army 
commander to assess the 
threat 

Two weeks earlier, fighting 
had er u p t ed only yards from 
the Casa Kosaria, the presiden- 
tial palace, a fter a ™u ny by 

axmy rebels. 

Officials quickly dismissed 
Monday's reports as a hoax 
pot about by extremist fac- 
tions in the army, spread by 
irresponsible journalists «wd 
accepted unquestioningly by 
the public. 

Mr Menem swiftly sup- 
pressed the December 3 upris- 
ing and ciaiTine the milita ry 
has been “pacified’*. But the 
panic over the fictional battle 
of Chalari toiiMitfaaiM that 
nobody believes this. 


US president George Bnsh 
yesterday ordered the Educa- 
tion Department to retract a 
decision to ban race-based 
scholarships to colleges and 
u ni v er s iti es. The decision had 
rate**! a stuna of protest from 


• ' • _» ->•> 


Mr Bush let It be known he 
was “disturbed” by the deci- 
sion and yesterday's retreat 
looked much like uncondi- 
tional surrender. 

Federally folded universities 
will nowbe allowed to hand out 



among cabinet members. 

The task of announcing one 
of the administration's fastest 
about-turns in recent memory 
fell to Mr Michael Williams, 
the 37-yearold assistant secre- 
tary who drafted the controver- 
sial policy and who happens to 
be black. 

“It was indeed politically 
naive,” ^ Mir Williams, an 
nminWo j mH articulate Texan 
who has successfully prose- 
cuted Vfa Xlmr tClnrt mm b ears 
but who confessed yesterday 
that he never be 

cnnW provoke such an uproar 
in Washington. 

Only last week Mr Williams 
tm veiled the decision to bar 
federal aid to colleges and uni- 
versities which were offering 
scholarships restricted to 
minority students. 

Coming amid a national 
debate on whether Wwiint and 
other minorities should con- 
tinue to receive favoured treat- 
ment, or “affirmative action”, 
the ruling proved explosive, ft 
was not cleared at the White 
House. 


minority students if private 
Hnnnra OT foundations SO gW* * 

date. The department also 
pledged not to enforce “broad 
compliance” with respect to 
minority scholarships and to 
review legal restrictions on 
such scholarships imposed by 

wairta. 

However, private universi- 
ties receiving federal aid may 
not fbnd racemcdusive schol- 
arships with their own money. 

Under Mr Williams' original 
ruling, need-based aid and 
minority scholarships set up 
by private organisations would 
still have been allowed, pro- 
vided race was not the only 
factor involved in the award. 

But that did not prevent 
heated questioning at yesteiv 
day’s news conference. Asked 
by a black reporter how he felt 
being a “lackey of the estab- 
lishment the white power 
structure, Mr Williams stood 
his ground. “I think we have to 
be very careful before making 
any decisions based on race,” 
he said. 

Behind the issue lies wide- 


George Bush; ‘disturb*? 


spread unease about the fragil- 
ity of black achievement? in 

higher education, more 
years after the passage oftee 
Cavil Rights Act 

According to the latest sta- 
tistics, black enrolment farad- 
leges and universities in 1988 
was 8.7 per cent of tbs national 
total — a marginal oyer 
the previous year but still low 
given, that blacks comprise XU 
per cent of the population. 

But the controversy Over 
affirmative action seems cer- 
tain to continue, not least 
because some conservatives 
believe that opposition Is a 
vote-winner among whites and 
the growing number, of non- 
black minorities. 
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CANON PLAIN PAPER FAXES 


BECAUSE CURLY DOCUMENTS HAVE 


ALWAYS BEEN DIFFICULT TO FILE 


Maybe the papyrus scroll was to blame for Nero’s insanity. the new L770, which laser prints onto photocopier paper. 

Did the awkward task of filing become c ad nauseam’? An innovation that costs less than using traditional thermal 

Was reading the faded script too much of a strain? ~ paper. (So you can put away your abacus.) 

These same problems make the curled thermal A E For further information on the latest fax 

document equally outdated. Canon technology, just send in the coupon below. 

Compared to a modern Canon plain paper fax After all, it’s not everyday you have the chance 

that arrives totally flat. And bears a crisply printed, high to learn from the downfall of an empire. 


quality message that won’t fade over time. 

Which saves you photocopying and makes for 

stress-free filing. 

gS • :#j| Only Canon make 


«» NORS DeTAn* ABOUT CANON NA Ca mHJ MACHINES. 1‘Oir THIS COUPON TO KAREN 


CANON HOUU. 


MANOR ROAD. 


WACLINATON. 
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SURREY SMS OA A 


Dial KMANO ASK 
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FOR FRHniSNG 

CANON |UK) LTO 


a range of five plain 
paper faxes, including 
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CANON DIRECT 


ON OSI 70 HI 73. 


FT 90 WEN 
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Third World debt 


burden reported 
to be easing 


By Michael Prowae In Washington 


THE Gulf crisis is placing 
severe additional financing 
strains on many developing 
countries and threatens to 
wriwrmiwA recent progress in 
resolving the Third World debt 
crisis, says the World Bank in 
Its latest assessment of debt 
trends, published today. 

Total external debt rose 6 
per cent in 1990 to a record 
$L34 trillion, the bask says. 
But the burden Is more sus- 
tainable than in tee late 1980s 
because tee ratio of both debt 
to exports and debt service to 
exports lias fallen. This reflects 
buoyant growth of exports in 
recent years and the success of 
official debt reduction initia- 
tives, such as the plan named 
after Mr Nicholas Brady, , the 
US Tr e as u ry Secretary. 

But tee bank w ar ns that the 
composition of debt has 
changed markedly with a “sig- 
nificant and mwn«tatn«hlp 
increase in reliance on official 
creditors'*. There is also a 
long-term risk insufficient 
external finance will under- 
mine the adjustme n t efforts of 
developing countries. The need 
to mobilise domestic savings is 
thus greater than ever. 

The ratio of debt to exports 
for all developing countries fell 
from 232 per cent in 1987 to 187 
per cent in 1989; the ratio of 
annual debt service (Interest 
plus amortisation) to exports 
Ml from 28 per cent to 22 per 
cent. A farther small improve- 
ment in these ratios, which 
provide a guide to the sustaina- 
bility of debt burdens, is proj- 
ected for 199ft. 

The bank says middle 
income debtors have gained 
significantly from the Brady 
Plan, which offers debt relief in 
countries which agree “sound 


adjustment programmes”. 
Agreements concluded with 
Mexico, Costa Rica .and tee 
Philippines have reduceiF'the 
face value of commercial bank 
debt by S9jam; an agreement 
scheduled to be completed with 
Venezuela by the end of the 
year will achieve a further 
$2hn reduction. 

The deals cover about 965bn 
of outstanding commercial 
debt and will achieve big 
savings in future payments of 
interest and. principal. 

Severely indebted low 
income countries, mainly in 
sub-Saharan Africa, have aian 
won important concessions. 
Bilateral agreements have led 
to the forgiveness of $5bn of 
Overseas Development Assis- 
tance debt The Paris dub of 
official creditors Imr resched- 
uled nearly $6bn of debt on the 
concessional terms agreed at 
the 1988 Toronto economic 
summit. And donors have 
pledged nearly $8bn in conces- 
sional finance for the wwmfl 
phase of the bank's Special 


These gains, however, lute 
been offset by a worrying bflfid 
UP of arrears on interest pay 
merits, which rose by ttJRm in 
1990. The most intractable 
problems involve unpaid inter- 
est on commercial bank debt Id 
A rgentina «»d Brazil. . 

The Gulf crisis is potini 
severe short-term adjustment 
problems. The bank calcufetM 
that higher oil prices and ottw 
adverse effects will cost ofl 
importers the equivalent of 4 
• par cent of exports over tbe 
next three years. The bunko 
for the poorest and most 
indebted African countries wffl 
be nearer 10 per cent ot 
exports. Meanwhile an export- 
ers such Nigeria and Vene- 
sasda wfil enjoy wfaKfiaU gaiDS 
of 20 percent of exports. 

The bank 6ays most oil 

ftnpnrHng itavrin p in g ra rnnh-tos 

cannot cushion the shock 
through additional borrowing 
and will need more conces- 
sional support. 

The withdrawal from lending 
of commercial banks coupled 
with official debt relief 
schemes have caused a marked 
change in the composition of 
developing country debt. 
Long-term debt to official cred- 
itors has more than tripled 
since 1980 and, together with 
IMF credit, sow accounts for 46 
per cent of total debt The 
share of official debt service in 
total debt service has risen to 
37 per cent compared with 10 
per cent in 1982. ; . 

Much of the rite, associated 
with the debt crisis baa thus 
been transferred from private 
to official creditors who may 
come un der greater press u re to 
forgive official debt owed fay 
middle income countries. (Such 
debt is not covered either by 
the Brady plan or by the easier 
terms agreed for poor countries 
by the Paris Club.) 

The changing composition of 
developing country dfibtYeprfr 
seats a mg reversal frinu the 
late 1970s and early ISSOa when 
commercial banks were domt 
nant and a return to the ^pat- 
tern of flows consktexeff nor- 
mal in _ the 1960s. ' The 
composition of nfflrial flows 
has also changed with the 
share of grants and cofaces- 
slo nal lo ans rising sharply. 

Aggregate net resource Hows 
to developing countries have 
risen modestly since the mid 
1980s. But they have not been 
translated into hi ghpr Jiving 
standards because they have 
been more than offset by tee 
costs of servicing ex ternal c * pk 
tal - interest payments on 
loans and remittances of peat 
its on fiwoign investment. - 
In a reversal of normal 
development patterns. Third 
World countries thns.contfanu - 
to export more goods and ser- 
vices to industrial countries . 





distressed African countries, 
roughly twice the sum dis- 
bursed to datR. 


Toe debt crisis thus remains 
far from resolved. 

Editorial Comment, Page 14 . . 


Uruguay debt plan backed 


By Stephen FMter, Euromarkets Correspondent 


WUGUAY’S commercial bank cent coupon: and tee rematobtf 

cretetotoroanrtopoudfidto 
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Since we started operating the first competitive telephone system in Britain 5 years ago, we've never looked back 
Our digital network offers customers cost savings on both long distance calls in the UK and international calls. We also 
supply everything from paging services to data communications, public payphones to videoconferencing. With all these 
benefits, it’s no surprise that we now handle 1 in 6 of the UK’s transatlantic calls and nearly 4 million calls per day. 

If you want to know more about Mercury call 0800 800 444 anytime. ^ 


LONG DISTANCE, YOU’RE MILES BETTER OFF ON MERCURY. 


MERCURY COMMUNICATIONS UNITED, A CABLE A WIRELESS COMPANY, 
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INTERNATIONAL NEWS 


THE MIDDLE EAST 


Iraqi atrocities in 
Kuwait spelled 
out by Amnesty 

By Victor Mallet, Middle East Correspondent 


AMNESTY International, the 
London-based human rights 
group, today publishes the 
most detailed account so far of 
Iraqi atrocities in Kuwait, 
including the torture, rape and 
Killing of the country's citizens 
and foreign residents. 

The Amnesty report* says 
Iraqi forces, which invaded 
Kuwait on August 2, took sev- 
eral thousand prisoners and 
left more than 300 premature 
babies to die after looting Incu- 
bators from Kuwait's main 
hospitals. "The Iraqi forces' 
brutality in Kuwait has 
shocked many people in the 
last four months.” Amnesty 
said, “but such abuses have 
been the norm for people in 
Iraq for more than a decade." 

Amnesty details 38 methods 
of torture used by the Iraqis in 
Kuwait, including mock execu- 
tions, the severing of tongues 
and ears, gouging out of eyes 
and electric shocks. 

Most of the reported abuses 
took place in the first three 
months after the invasion, 
when resistance was strongest. 
“The severity of the early sup- 
pression appears to have 
crushed much of the apposi- 
tion that led to arrest, torture 
and killing," it says. 

“Time and again we were 
told that the most common 
way soldiers killed people was 
to take the victim to Us fam- 
ily’s doorstep, have his re La- 


Diplomatic war of 
nerves on Iraq talks 


By Richard! Tomkins in Baghdad 


IT appears to make no sense. If 
' Iraq is sincere in its desire for 
t peace, why will it not 
i an early date for taika with 
1 OS over the Gulf crisis? 
z It seems like a procedural 
quibbleJtat from an Iraqi per- 
t spective. President Saddam 
t Hussein has sound reasons for 
r digging in his heels, 
s Nine days at present sepa- 
t rate the two sides. Iraq has 
c invited Mr James Baker, the 
OS secretary of state, to meet 
c President Saddam in Ru ghifad 
1 on January 12, but President 
r Bush insists January 3 is the 
I last possible date. 
i Washington says the earlier 
s date is necessary to allow time 
1 for Iraq to comply with the 
5 United Nations deadline of 
January 15 for the withdrawal 
£ of its troops from Kuwait 
I The flaw in this argument 

I as seen from Baghdad, is that 
£ the UN deadline is largely 
£ irrelevant All that really mat- 
1 ters Is that talks should take 
place in time to prevent the 
I outbreak of hostilities, when- 
£ ever that might be. 

1 Whatever hopes were pinned 

' on a meeting between Mr Tariq 
£ Aziz, Iraq’s foreign minister. 
' and EC ministers, disappeared 
i yesterday when foreign minis- 
ters in Brussels decided not to 
f see him without his first hav- 
* ing met President George 
i Bush. Mr Aziz was due to have 
j met the minis ters in Rome on 
> his way home from the talks 
i he was supposed to have had 
1 with Mr Bush on Monday. 


Delayoperates to Iraq's 
advantage, 
ft not only provides the oppor- 
tunity for anti-war sentiment 
to grow in the West. It also 
increases the likelihood of 
cracks appearing m the anti- 
Iraq alliance and offers the 
hope an Arab initiative could 
emerge, providing a more 
attractive solution to Iraq than 
a US-sponsored one. 

Now committed to its own 
date it has become impossible 
for President Saddam to bow to 
Washington's deadline because 
of the importance of entering 
talks in a position of strength. 

Mr Bush's stance is that the 
sole aim of the talks is to con- 
vey the allied forces’ determi- 
nation to use force to secure 
Iraq’s rnipftmMttrmal and com- 
plete withdrawal from Kuwait. 

Mr Saddam’s equally deter- 
mined position is there must 
be dialogue, and it sees little 
prospect of achieving this if it 
makes conciliatory gestures 
before meetings have started. 
To that extent, President Sad- 
dam may have calculated it 
would be better to have no 
talks at all than agree to them 
on Washington’s terms. 

This does not mean the talks 
are off. Iraq yesterday was 
standing by its determination 
not to be “dictated to” by the 
US, but mention of January 12 
has disappeared from the rhet- 
oric. January 6, 7, or 8 could 
well emerge as a compromise 
date - but someone else may 
have to make the next move. 


Saddam’s options considered 


MR Harold Walker, the British 
ambassador to Baghdad, yes- 
terday added to speculation 
that Iraq's president Saddam 
Hussein could try to seize the 
initiative from the US-led alli- 
ance in the Gulf, possibly by 
staging a partial withdrawal 
from Kuwait or by stirring up 
trouble In Jordan, Victor Mal- 
let writes. 

Mr Walker described Mr Sad- 
dam as a “very able, very 
clever leader" who would be 
thinking hard of ways to extri- 
cate himself from the crisis. 

A partial Iraqi withdrawal 


from Kuwait was “very much 
on the cards", said Mr Walker. 

One of the most pressing 
worries within the alliance is 
that Mr Saddam will attempt 
to bring Israel into the conflict, 
possibly by provoking the 
Israelis through some kind of 
Intervention in Jordan. 

Washington's Arab allies in 
the Gulf would be deeply 
embarrassed If they found 
themselves on the same side as 
Israel in any war, and the west 
is hoping that Israel will main- 
tain a low profile for as long as 
possible. 


tp? $r‘. : 'r 


fives identify him, and then 
shoot him in the bade of the 
head." Some people were killed 
for resisting the ‘Traqlsation*’ 
of their country by carrying 
Kuwaiti money or refusing 
allegiance to President Saddam 
Hussein, the report said. 

Corrupt soldiers and officials 
were often willing to free their 
victims in exchange for money 
or video recorders. Although 
most of the detainees were 
Kuwaitis, those held included 
Jordanians, Syrians, Egyptians 

and A .da ns. 

Amnesty has collected the 
names of about 1,000 people 
arrested, but it is thought that 
thousands, some as young as 
13, are still held in Iraq and 
Kuwait 

A 31-year-old doctor told 
Amnesty that five or six bodies 
were brought each day to his 
hospital “Many bore marks of 
torture,” he said. “Judging by 
the bodies that I personally 
saw, the methods of torture 
being used included the extin- 
guishing of cigarettes on the 
body, burning of the skin with 
heated metal rods; application 
of electricity, cutting off of the 
tongue and ear; gouging out of 
the eyes and the breaking of 
limbs.” 

* Iraq I occupied Kuwait: 
Human rights violations since 
August 2, Amnesty Interna- 
tional, l Boston St, London 
WC1X8DJ. 



Share dealing returns to Shanghai 

John Elliott on the opening today of China’s latest stock exchange 

. cl. treasure bom 


Hang Kong policemen cycle along the border with China. Police 
took over border security from the British army this month. 


J UDGING BY a procession 
of Hong Kong riigmtariea 
and investment fund man- 
agers to Shanghai this week, 
one might be forgiven for 
believing that this once grand 
financial capital of China is 
about to become fashionable as 
Asia's latest emerging stock 
market 

Led bv Baroness Dunn, one 
of Hong Kong’s leading politi- 
cians and head of its trade 
development council, and by 
Sir Quo Wei Lee. chairman of 
the colony's stock exchange, 
the visitors are attending a 
jamboree put together by Mr 
Zhu Rang Ji, Shanghai's ambi- 
tious mayor, to celebrate the 
opening today of the city's 
stock exchange. 

There are only 15 traded 
stocks in china, so there is 
unlikely to be a stampede from 
fo r ri g r i players, although some 
limited foreign involvement is 
being considered. 

Today’s event is important 
because is beginning, 

hesitantly and with little 
apparent top level co-ordina- 
tion, to develop the ca p italist 
c ffl w p pt of ftwam-fai markets. 

The central government's 
primary aim is to create a sec- 
ondary capital market in inter- 
est-bearing bonds to help solve 
its own acute cash shortage. 
There is thought to be about 
Yuan 114bn (£iL2bn) worth of 
bonds already in circulation, 
and about Yuan 650bn savings 
in the hanking system which 
the gnn ra mmant would likiR to 
tap. 

A secondary market could 
also lend legitimacy, and possi- 
bly some popularity, to bonds 
which the government has 
forced on workers through 


deductions from 

How markets can flmc tk m in 
such a society has, however, 
not been thought through, and 
there are considerable misun- 
derstandings among Chinese 
officials about what is 
involved. But the momentum 
is there. 

Three weeks ago the coun- 
try's first nation-wide securi- 
ties trading system was 

lnrm/^o^ Uniring afar cittea and 

18 licensed corporations for 
trading in government trea- 
sury bands. Called Securities 
Automated Quotations System 
(STAQ), this is a Chinese ver- 
sion of the Nasdaq securities 
system in the US. But regional 
rivalries are slowing integra- 
tion. 

The wiatn promoter is Mr 
Wang Bo Ming, the Harvard-ed- 
ucated vice-president of 
Peking's reformist Stock 
Exchange Executive Council, 
who says he would like to 
include stocks as well as 
bonds. Mr Li Peng, the prime 
minister, is believed to be in 
favour, but there were no 
senior Chinese leaders at the 
launch in Peking, raising ques- 
tions about the degree of top 
level support. 

In the south, the free mar- 
ket-oriented special economic 
zone of Shenzhen adjacent to 
Hong has been running 
a chaotic stock market since 
1987 and has five listed compa- 
nies. Rampant speculation, 
m nrh on a kerbside Hack mar- 
ket, pushed market capitalisa- 
tion last month up to more 
than Yuan 7bn and govern- 
ment restrictions have been 
imposed. 

Government officials have 
been prominent among specu- 


lators reaping massive profits 
and have now been banned 
from trading. As a result Shen- 
zhen is in disgrace and Peking 
has not yet given it approval 
formally to open a new stock 
exchange headquarters and 
trading floor. 

Shanghai, which has seven 
quoted company stocks and 25 

listed bonds, is therefore in the 

lead. This reflects the Impor- 
tance attached to the city by 
Peking, where a powerful 
Shanghai lobby, led by Mr 
Jiang Zemin, toe party secre- 
tary and Shanghai's former 
mayor, favours the city in pref- 
erence to what is seen as the 
corrupt and unruly south. 

Mr Zhu has central support 
for trying to return S h ang h ai 
to some of Us former glory 
with foreign business involve- 
ment in protects led by a new 
SSObn (£26bn) development 
zone at Pudong across the 
Yangtze river from the main 
city. 

T he new exchange is 
located cm the city’s riv- 
erside Bund, the finan- 
cial centre of pre-revolutionary 
Shanghai, it will bring 
together trading scattered 
around the city which 
amounted, according to official 
figures, to Yuan lAtm in the 
first nfne month?? of this year. 

The Shanghai exchange has 
arrangements for automatic 
and trading floor dealing and 
has a list erf 20 eligible brokers 
which Mr Wei Wen-Yuan, head 
of the preparatory body, says is 
expected to rise to 50 within 
three to five yean. 

Mr Wei says that the empha- 
sis will be on bonds, which are 
expected to be split into four 


categories: treasury bonds; 
construction bonds issued by 
provincial governments, finan- 
cial institutions bonds and 
enterprise bonds. 

Equities will be developed 
more slowly but there we 

plans for a special category of 

B shares denominated in US 
dollars which would cater for - 
foreign-owned companies and 

joint ventures. The first could 
include a Hong Kong textile 
company owned by a promi- 
nent family from Shanghai or a 
local joint venture which -as 
Volkswagen cars, which, 
already has a bond iasne, or 
PiUtington glass. 

There are also discussions 
about allowing idiot schemes, 
which would give foreign 
investors direct access to the 
market, though Mr Wei would 
»niy say that “in principte .it. 
should be in order". 

This is being watched closely 
by Hong Kong financial ser- 
vices companies such as Bar- 
ings and Jardine Fleming as 
well as by Indo-Suaz Asia, 
which wants to finalise a 225m 
country fund called the Shang- 
hai Fund within a couple of 
mo nth * 1 - - - ■ 

But there is considerable 
nervousness in China about 
recent developments. A Chi- 
nese news agency recently, 
reported a Shenzhen govern- 
ment edict that each Item of 
stock news should be accompa- 
nied by a government warning 
to unwitting speculators . that 
there can be losses as wtU-as 
profits: 

“Think carefully before you 
decide to trade in stocks. You 
must be prepared to take, the 
risk this kind of investment 
will cause”. 


Taiwan bank scandal charges China inflation rate sets off alarm bells 


TAIWAN prosecutors 
yesterday charged 81 people 
in connection with a mtuti-bil- 
lion dollar underground hank 
scandal which imperilled the 
savings of hundreds of thou- 
sands of small investors, Reu- 
ter reports from Taipei 
A spokesman for the Taipei 
District Prosecutor’s Office 
said Shen Chang-sheng, for- 
mer head of the Hung Yuan 
investment group, was among 
those charged with fraud and 


violations of banking, cor- 
poration and securities laws. 

Also charged was former 
Hung Yuan president Yu 
Yung-mi&g. 

At its height in early 1989, 
Hung Yuan claimed assets of 
$3.6bn. 

These included a depart- 
ment store in the centre of 
Taipei and land and branch 
operations in countries rang- 
ing from Hong Kong to Tur- 
key. 


CHINA’S Inflation rate edged up In 
November as slack market demand, bane 
of the national economy in 1990, began to 
expand, the official newspaper Economic 
Information said. 

Last month inflation ran at 5^3 per cant, 
compared to November lari year. That 
was a Jump of 1.7 percentage points from 
October’s year-on-year rate. While this 
may not wm much, in China frifiatwnn 
causes exceptional alarm because for 35 
out of the 41 years of communist rule, 
prices hardly moved at alL 


Some fuel prices rose by an average 50 
per cent in 35 cities in China, compared to 
the same month last year, the newspaper 
said. Prices of some cotton goods and 
household products have also been raised 
over the last two months, and the price of 
grain will soon go up. 

foliation surged to a peak of 30 per cent 
in 1989, to anti-government resent- 

ment that motivated mass demonstra- 
tions. The protests were crashed by troops 
in Peking with heavy loss of life. 
Demand also increased in November 


with retail sales rising by 103 per cent to 
Yuan 708 bn (£7bn) over the same month 
a year ago. That growth far outstripped 
the l.l per cent rise in sales seen in the 
first ll months of this year over the same 
period in 1989. 

But November's economic pick up came 
at a price. In spite of the official austerity 
programme, which began In late 1988, 
domestic loans in China soared to a 
record yuan 248.6 bn In the first U 
months of the year, up from yuan lOSbn a 
year ago. 


Tokyo warned over cutting trade surplus 


By Stefan Wagstyl In Tokyo 

THE OECD has urged Japan to 
avoid interfering with free 
market forces in attempting to 
ease trade frictions with the 
US and other countries. 

Instead, Japan should con- 
tinue its efforts to create a 
more open economy by further 
deregulation, particularly in 
agriculture and in the land 
market, says the OECD in its 
annual report on Japan. 

The OECD says that govern- 
ment efforts to reduce the 
trade surplus by giving subsi- 
dies for imports of manufac- 
tured goods “tend to distort 
nations' comparative advan- 
tage and are hard to justify on 


purely economic grounds'*. 

The report acknowledges 
such actions help to quell pro- 
tectionist sentiment abroad. 
But it says: “Any direct inter 
ventions in business activities 
by fixing official targets either 
for Japan’s current surplus or 
for shares of foreign suppliers 
in specific markets interfere 
with the operation of market 
forces and should be resisted.” 
This is a reference, among 
other things, to the US-Japan 
Semiconductor Agreement, 
which set numerical targets for 
the share of the Japanese chip 
market to be won by foreign 
producers. 


Hie OECD says ft recognises 
the need for farther changes in 
tiie management of th«» Japa- 
nese economy to ease market 
entry for foreign companies. 
But such measures need to 
work with, rather than against, 
market forces. The government 
should, for example, make 
greater use of the Antitrust 
Law, says the report. 

The authors suggest previ- 
ous attempts to interfere with 
market forces may already be 
causing distortions. Current 
downward pressure on the yen 
is largely due to the big flow of 
direct investment overseas, 
says the report. However, the 


decline in the yen (over the 
past year) has not boosted 
exports by as modi as might, 
have been expected. . 

“The persistence ~of wide- 
spread ‘voluntary’ restraints 
on Japanese exports would be 
an element suggesting that the 
present trade surplus may 
indeed be artificially low and 
foreign direct Investment (to 
circumvent voluntary export 
restraints) artificially high, 
contributing to the weakness 
of the yen." 

The OECD urges Japan to 
continue opening its markets 
to promote growth and open 
access. 


Banks hold hack on loans 


By Robert Thomson in Tokyo 

JAPAN’S money supply in 
November grew by 10' per cant 
front a. year eaEfie^ down froqt. 

thn 1L8 per cent increase in 
October. as banks restrained 
lending under pressure from 
the Bank of Japan and interna- 
tional capital adequacy require- 
ments. 

The growth was weaker than 
expected and wHi add weight to 
expectations of a cuteariy next 
year in the Official Discount 
Bate (ODH), which Che central 
bank has lifted to 6 per cent 
from 25 per cent over the past 
year to curb excessive eco- 
nomic growth. 

A Bank of Japan official said ' 


demand for funds remained 
strong and there were signs 
that -irifstead of using COUWOfiJ^.. 
dal; paper issues for large lot 
deposit investments, companies 
in need of funds were uring the 
money fin capital spending. 

The L8 per cent monta-on- 
month slowdown in growth, the 
largest since March 1974, was 
partly exaggerated by a change 
in pension payment dates from 
a year earlier, and by a sudden 
shift in foods from ordinary 
bank accounts to a special kind 
of high-yield, long-term account 
that falls outside the so-called 
M2 plus certificates erf deposit 
classification. 


Ershad Inquiry 
team set up 

By Reazuddfn Ahmed 

In Dhaka 

THE Bangladesh government 
has constituted a three-mem- 
ber inquiry committee to 
investigate the alleged corrup- 
tion and abuse of power by 
General Hossain Mohammad 
Ershad, the ousted president 

The committee is headed by 
Justice Ansaruddln Ahmed, a 
judge of the supreme court. 
The committee win also probe 
corruption allegations against 
former ministers in Gen 
Erehad’s cabinet and other 
government officers. 

Gen Ershad Is under protec- 
tive custody. Only two minis- 
ters have been arrested; others 
are in hiding. 

According to an official esti- 
mate, 63m people will vote in 
the parliamentary election 
billed for March 2. 


Australian dollar sustains value 


By Thn Blue In Sydney 

THE Australian dollar has 
shrugged off a further easing 
in offidal interest rates. 

The currency fell nearly half 
a cent to 7K2 US cents in for- 
eign exchange trading in Syd- 
ney when the Reserve Bank erf 
Australia cut official cash rates 
from 13 to 12 per cent How- 
ever, by the end of the day, the 
Australian dollar had recov- 
ered to 76.8 US cents. 

Reserve Bank governor Ber- 
ntfi Fraser mirf that monetary 
policy on its own could not rec- 
tify Australia’s economic prob- 
lems. “But today's reduction in 
interest rates should provide 
some relief to viable businesses 
and encourage investment 


opportunities, without ri skin g 
tiie hard won gabiw of infla- 
tion," he said. 

He said that, given currant 
and prospective developments 
in the Australian economy, 
including the improved out- 
look for inflation (now down to 
around 6 per cent a year), the 
Reserve Bank and the Govern- 
ment believed a further easing 
was appropriate. 

Financial institutions pfrkaH 
up the Reserve Bank lead. The 
two biggest banks, the Com- 
monwealth and Westpac, 
announced cuts of one percent- 
age point in overdraft refer- 
ence rates and housing mort- 
gage rates respectively, white 


the New South Wales building 
society St George cut its vari- 
able housing mortgage rate 
from 15 to 14.4 per cent from 
January L 

Mr Fraser said inflationary 
pressures wer e abati ng, with 
“practically all indicators point- 
ing to smaller increases in 
prices and wages than we have 
seen for a long time. “This has 
been reflected in the financial 
markets, where yields on gov- 
ernment bonds have fatten sig- 
nificantly in recognition of the 
im p rov ement in inflationary 
prospects. At the same time, 
spending, production and 
employment are weak and likely 
to remain so for a while yet" 


Ethiopian food accord 


THE Ethiopian government 
and Eritrean rebels have 
agreed to reopen the rebel-held 
Red Sea port of Masawa for the 
first time in 10 months to take 
food aid to mill tens off drought 
victims, a United Nations relief 
agency said yesterday, Reuter 
reports from Nairobi. 

Under the scheme a UN- 
flagged ship would forty sup- 
plies to Masawa from Djibouti, ... 
further south on the Red Sea, 
early next mont h, the World 
Food Programme (WFP) said. 

Masawa, the main port for 
Eritrea and the most efficient 
route for supplies to the 
drought-hit northern province, 
has been closed since it was 
captured last February by reb- 
els of the Eritrean People’s lib- 


eration Front (EFLF). 

The WFP statement said 
food delivered at Masawa 
would be taken to needy areas 
by UN trucks and divided 50-50 
between government and rebel- 
held areas of Eritrea. 

• Nearly l.5m people in 
southern Angola are at risk 
from hunger, while the 300,000- 
400,000 residents of the Liber- 
ian capital of Monrovia are in 
urgent need of food. Save the 
Children, the British-based aid 
agency, said yesterday, Mich- 
ael Holman writes. 

The agency announced plans 
to send relief workers to Lib- 
eria and an extension of its 
work in Angola's Huambo 
province. 


NOTICE OF REDEMPTION 
To the Holders of 

EMERSON ELECTRIC CO. 

9%% Series A Notes due 1995 

NOTICE IS HEREBY GIVEN to the holders of the outstanding Notes described above (the 
"Notes" | that, pursuant to the ^provisions oF the Fiscal and Paying Agency Agreement dated as of 
December 27. 1985 and the Nates. Emerson Electric Co. bas elected to and will redeem on 
January 4, 1991 oil of the Notes In the aggregate principal amount off 100,000,000, at a redemption 


attached, in 
at the main 


uier. mi »*ic ui ueaicr nuies, mui coupons our i/ecemoer -i, jiwi ana subsequent 

i lawful money of the United States of America, subject to applicable laws and regulation?, 
at tne main offices of Morgan Guaranty Trust Company of New York in London, Brussels, Frankfurt 
( Main ). or Paris, or at the main offices of Swiss Bank Corporation in Basle, and Banque Internationale 
A Luxembourg In Luxembourg. Payments at the offices referred to above shall be made by a check 
drawn on a hank in New York City or. at the option of the holder ofa bearer Note, by wire transfer to 
a United Slates dollar account in & bank outside the United States payable in United States dollars. 
The coupon due December 27, 1990 is to be detached and collected In the usual manner. 

On and after January 4, 1991 the Notes will no longer be outstanding and interest thereon 
shall cease to accrue. 

EMERSON ELECTRIC CO. 
By: Morgan Guaranty Trust Company 

OF SEW ymUL Focal and Paying Agent 

Dated: December 5. 1990 


Thais hold fragile political system together 

Paul Taylor looks at the manoeuvring to give Bangkok a stable coalition government 


T HAILAND’S new coalition gov- 
ernment led by General Chati- 
chai Choonhaven, the prime 
minister, faces an uphill battle to con- 
vince the electorate, and foreign inves- 
tors. that it is more than an interim 
administration of political convenience. 

When he resigned two weeks ago, 
Gen Chatichai confronted dissension 
within his old cabinet, growing public 
discontent over allegations of influence 
peddling and steady pressure from 
senior military officers concerned about 
the loss of political influence. 

Twenty-four hours later he was 
re-appointed prime minister and set 
about trying to form what he described 
as a more stable and "honest” regime. 
Late cm Friday - the day a fortune 
teller reportedly consulted by Gen Cha- 
tiehni pronounced the most auspicious 
day for government-making - the new 
Thai government, dabbed “Chatichai 
IT by the prime minister himself, was 
unveiled. 

Out vrent the Democrats, the scandal* 
plagued Social Action Party and the 
Muan Chon party led by police Captain 
Chalerm Ynbamrung, the controversial 
former minister in the Prime Minister’s 
Office whose disputes with the military 
triggered off the last coalition's down- 
fall 


In came the *m»n Prachakom Thai 
party and Solidarity, second biggest 
party in parliament after Gen Chati- 
chai’s Chart Thai party and until last 
week opponents of the government. 
They formed a five-party coalition with 
two smaller parties which were in the 
previous government. 

With 227 MPs in the 357-eeai House of 
Representatives (compared to 240 seats 
previously) Chatichai 2 has a comfort- 
able but not overwhelming majority 
which in theory might survive the 18 
months before scheduled el e ctions. But 
there are deep internal divisions. 

Several cabinet appointments have 
drawn heavy fire from the local press. 
Many in the new cabinet have little 
direct experience off their ministries and 
with a few exceptions are considered 
intellectual “lightweights,” as one sea- 
soned foreign businessman put it. 

One exception Is Dr Arthit Urairat, 
the new foreign minister. His business 
background suggests that foreign policy 
will remain aimed at turning fadneWnn 
from a war zone Into a trading zone. 

Pe rhap s the most controversial 
appointment was that of Mr Ban-ham 
SQapa-archa - a former interior minis- 
ter — as finance minister. The financial 
co mmunit y almost universally regret- 
ted his lack of uxpuziexiUB m mmnmit. 


affairs, especially when the Thai econ- 
omy faces a downturn and urgent fiscal 
and institutional reforms are needed. 

Some solace was forthcoming last 
weekend with the news that Mr Chav- 
alit Thanachanan former Bank of Thai- 
land governor, had been appointed dep- 
uty finance minister and is expected to 
preside over fiscal and monetary policy. 
Since it was criticism of the decision to 
raise interest rate eriHwgw that brought 
about the departure of Dr Vlrabongsa 
Ramanekura, the previous finance min- 
ister, this may be the hottest depart- 
ment in the government. 

Another factor of critical importance 
to the domestic economy, and to foreign 
investors, will be the new cabinet’s atti- 
tudes towards industrial and infrastruc- 
ture projects which either have 
agreed or are pending approval. 

These include the Charoen Pokphan/ 
British Telecom plan to upgrade Thai- 
land's telephone service, the Hopewell 
Group's Bangkok elevated road and rail 
contract, the Skytrain project won by 
Lavalin of Canada and several petro- 
chemical projects. Confidence in the 
new administration will be crucial to 
the funding of these new projects. 

For the moment at least it is likely 
that the Chatichai n government will 
be gmn the benefit of the doubt There 


la general agreement that he faced an 
acute dilemma before he resigned and 
was re-appointed. But the sometimes 
bizarre events of the past few weeks 
have served to hi g hli gh t the underlying 
fragility of Thailand’s political system. 

First, although the military haa seen 
its political muscle wither away In the 
face of a growing middle class closely 
allied to an ardently pro-business gov* 
e min e nt , it can still exert pressure an a 
popularly elected civilian administra- 
tion. 

Second, the educated middle class 
and urban workers are increasingly fed 
up with political and financial corrup- 
tion. 

Third, despite Gen Chatichai ’s wan- 
ing personal support, there Is a political 
vacuum at the top which others, includ- 
ing General Chavalit Yongchafyudh. a 
former deputy prime minister and 
defence minister and now head of his 
own military-backed party, are not yet 
ready to fill. 

Gen Chatichai now faces a delicate 
political decision. He could battle on 
with bis new coalition until elections in 
1992. Or, as many now suspect, be could 
call general elections early next year., 
before the economic downturn begins to 
bite and before his political rivals can 
muster their forces 
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THE FUTURE OF NORTHERN IRELAND 

Latest UK initiative may 
end deadlock over talks 


By Ralph Afitfns 


being 


FRESH PLANS 
developed by the gt 
for starting formal -talks on 
Northern Ireland's - political 
future have won jjy 

Unionist leaders, reviving 

hd£es7that a year-old initiative 

could get off the ground. 

Proposals discussed last 
week by Mr Peter Brooke. 
Nort hern Ireland Secretary, 
with Unionist leaders envisage 
negotiations starting early 
next year. 

On* the sensitive issue of the 
timing of the Irish govern- 
ment's entry, Mr Brooke would 
take an active “referee" role, 
but leave the decision largely 
to local political leaders 
involved in the first stage of 
talks. 

The plans - so far still sub- 
ject; to modification - will be 
discussed with the Irish gov- 
ernment within the next few 
weeks. Mr JBrooke has repeat- 
edly emphasised that any pack- . 
age has to be agreed by all 
participants but the success erf 


his latest discussions with 
Unionists increases the pres- 
sure on Dublin not to be seen 
as resisting the tide. 

Mr Brooke knows he still has 
a substantial way to go before 
talks can start But, having 
previously said that he would 
“put up the shutters" if differ- 
ences could not be resolved, 
ids continuing efforts under- 
lines his hopes for progress — 
if only at a slow pace. 

Unionist optimism, particu- 
larly in the Democratic Union- 
ist Party, grew substantially 
after a meeting last Thursday 
between Mr Brooke, Mr James 
MoJyneanx. leader of the Ulster 
Unionist Party and the Rev Ian 
Paisley, DUP- leader. 

Under the plan discussed 
then, talks cm internal govern- 
ment in the province would ' 
open in February between 
Northern Ireland's political 
leaders, including the rnafnly - 
CathoUc Social Democratic and 
Labour Party. Dr Paisley has 
decided agat pat a planned trip 


to India in February to be 
available if necessary. 

Mr Brooke has stared away 
from earlier attempts to find a 
precise formula for determin- 
ing when the Irish gov e rn m ent 
would Join for negotiations on 
relations between the two 
parts of Ireland and between 

London anH Dublin. 

Instead. Mr Brooke will play 
a “referee" role and make dear 
when he Dublin should 

be brought in. Nothing would 
be decided on a devolved gov- 
ernment tiw whole pack- 
age had been agreed and 
Unionists would emphasise 
their eagerness to move swiftly 
on to other areas of UK/hish 
relations. 

Since the summer, Mr 
Brooke’s initiative has floun- 
dered over the timetable for 
negotiations that could replace 
the 1985 Anglo-Irish Agree- 
ment. Unionists say Dublin’s 
r o le- abowM limited in teiTfea 
on government inside North- 
ern Ireland. . 


German retailer takes 19.5% stake in Harry Goo^ma^s HXS 

European investors eye 

air travel sector 



By David Churchill, Leisure Industries Correspondent 

WHEN Mr Harry Goodman 
became - disenchanted with the 
London’s financial community 
in 1987 and took his Interna- 
tional Lrasure Group tour c^er* 
a tor and airline private^ he 
suggested that 1991 would be 
“about the right time to come 
bode". 

-'Now. be insists there is no 
prospect <rf this happening, -ft 
is .beyond my wildest dreams 
for us to come back to the mar- 
ket next year," he said yester- 
day. “I can’t believe anyone 
would want to come to the 
market at present — and cer- 
tainly not us. The end of 1992 
would be the earliest we might 
consider it, and that's 
unlikely." 

’ Mr Goodman was talking 
after this week’s sale of a 1&5 
per cent stake in ILG (or rather 
the privately-owned Hudson 
Place Investments which owns 
the company) to German 
retailer ASEO for an undia* 
dosed sum.,' > . . 

Tftfe move may bring, a' 
respfcte.'fn Use' Speculation' that 
has. dogged ILG rin. ' recent 
months as a result of lost 
income due to the collapse of 
Exchange Travel, the hike in 
aviation fuel prices, and some 
unsavoury publicity about Mr 
Goodman himself. . 

Fart of tiie speculation had 
also been caused by uncer- 
tainty.over the intentions of 
the reclusive Swiss financier 
Mr Werner Key, who has held 
a 48 per cent stake in Hudson 
Place for the past two years 
through his UK investment 
vehicle, Omnicarp. ; ' 


“He’s not toe earnest man to 
hold of and talk to about 
intentions towards ns,” 
said Mr Goodman. “That 
couldn’t help but lead to specu- 
lation.*. 

Mr Bey’s derision to reduce 
his exposure to ILG in the pres- 
ent CKmato is BOt 35 rieSF-CUt 

as first' appeared. Although 
195 per cent of the shares have 
been sold to ASKD (they will 
be held by its subsidiary 
CQMCO), the remaining 295 
per cent interest was . sold to 
Harpener, an farfmitwal and 
financial holding company 
based . in Dortmund, Germany. 
But Harpener is controlled by 
Mr Bey's Omni Holdings' which 
took a stake of over 80 per cent 
in the company last year. 

Mr Denis Strauss, director of 
the Omni Holdings London 
investment subsidiary Omni- 
corp, confirmed yesterday that 
Omni was still involved in ILG. 
“ASKO were very keen to get 
into theJUK tour business and 
European : ' «Mini» ■ 

x^twork-ftod'.-we 3 wanted* Mfir 
reduce ohr investment," he 
said. 

“With the level of invest- 
ment u ffoded fir airBne expan- 
sion we might have had to put 
more monev rntn Hudson Plmy 
(which owns ILG) and that 
would have taken ns to over 50 
per cent, which we didn’t 
want," be added. “But we are 
confident in ILG’s str ate g y of 
developing tour operating and 
scheduled airlines." 

More interesting might be 
ASKO’s plans for ILG. A num- 
ber of German companies have 


shown int e re s t over the past 
year in acquiring stakes in UK 
travel groups. The British con* 
Sumer's growing desire to 
travel abroad - and further 
than mftft of their European 
counterparts - makes it an 
. important and potentially 
lucrative market 

“They're certainly going to 
have their ideas about which 
way to develop," Mr Goodman 
admitted. 

Air Europe, ILG’s charter 
and scheduled airline opera- 
tion which is tiie UK’s second 
largest airfina after British Air-' 
ways, is the real attraction for 
foreign inve s tor s. With tiie tot- 
tie for the North Atlantic air 
routes hotting up, spearheaded 
by US carriers United and 
American seekin g to replace 
Pan Am and TWA, Air 
Europe's pan-European 
operations look attractive to an 

interwatirmal ywlring to 

nee London ps the ‘hub’ foe 

iwi>lltiflnfail MBQMqOMb ' 

.In the short-term, ILG’s 
problem Is how to cope wiflr 
falling demand for package 
holidays — its bookings are 
dow n by about 10 per cent for 
tih»i summer *■ and the uncer- 
tainty caused by the Gulf cri- 
sis. 

Unlike the early 1980s, when 
Mr Goodman’s flamboyant 
style was to spark off deep dis- 
counting to win market share, 
ILG in the 1990s adopts a more 
mature approach. “Our mar- 
gins are not only holding up 
but improving because we're 
not discounting any mere,” he 
pointed out 
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BRITAIN IN 
BRIEF 



Nadir fails 


to raise 
£3. 5m bail 

Mr A sfi Nadir, the 
of Polly Peck International, 
has spent a second night in 
London’s Wormwood Scrubs 
prison after his lawyers failed 
to raise tii«» g t, 1 | jni bon — 
believed to be.toe largest 
figure set by a British court 
- fixed by Bow Street 
magistrates court on Monday. 

The lawyers found sureties 
totalling £L5m but were 
defeated by the of 

getting the additional £2m. 
deposit the court required 
transferred to solicitors' 
accounts before the court's 
offices dosed. 

Mr Nadir has been in 
custody, first at Holboni police 
station and then in prison, 
since bring arrested at 
Heathrow airport on Saturday. 

He appeared at Bow Street 
on Monday facing 14 charges 
of theft; of about £25m from 
PPI and a subsidiary and four 
of false accounting. 

Polly Peck, Fagel7 


Public sector 
in the red 

Public sector finances were 
heavily in the red month, 
adding to gg pertat lpins that 
the government may soon have 
to make new issues of gilt 
edged stock. 

The Central Statistical Office 
reported that the public sector 


borrowing requirement was 
£L32bn in November, more 
than twice the £500m median 
forecast of City analysts. Last 
month’s deficit followed a 
£&23bn surplus In October. 

It brought the public sector's 
accumulated deficit for the 
first eight months of the 
199091 financial year to £4ibn 
compared with a £2L9bn 
surplus in the same 1989-90 
period. 

TTie news raised ftesh donhts 
over the government's autumn 
statement forecast of a £3bn 
public sector surplus in the 
ff | T TC nt fnumrin] yf*ffr. 


Deep recession 
in construction 

Construction output 



The downturn in tiie 
construction industry is likely 
to be longer and deeper than 
previously expected, according 
to forecasts by tiie National 
Economic Development Office 
(Nedo) published yesterday. 

The industry's output Is 
expected to fall sharply during 
the next two years. Any * 
benefit to the housebuilding 
market from falling interest 
rates wiB be modest, and will 
prevMe ffltia c ompe n s ati on 
for the big recession expected 
in commercial property 
development. 

Nedo now forecast s that UK 
output will fell by 4 per cent 
next year and by 3^ per cent 
in 1992. It had previously 
forecast a recovery in 1992. 


Economic boost 
for N Ireland 

Northern Ireland’s economy 
received a boost with 
confirmation that a new 
science and technology park 
is to be built at Londonderry 
wMch is expected to create 
1,000 jobs over the next five 
years. 

The announcement came 
as the government gave details 
of £468m expenditure on 
economic development in the 
Province next year. 

Mr Richard Needham, the 
Province’s Economy Minis ter, 
said the park would provide 
Londonderry with high class 
facilities for establishing 
high-technology business and 
research initiatives. 


TV companies 
seek ad ban 

The ITV companies have asked 
the Independent Television 
Commission for permission 
to refuse advertisements for 
BSkyB, the satellite television 
v entur e. 

ITV executives fear that the 
company formed out of the 
merger of British Satellite 

^ ptartpntHng awrt M r U vpgt 

Murdoch's Sky Television 
could become a much mime 
formidable competitor than 
the farmer satellite rivals. 

The ITC has taken legal 
advice and asked for a 
response from BSkyB, a 
consortium in which Pearson, 
publishers of the Financial 
Times has an 11 per cent 


Compensation 
for firemen 


Four firemen who suffered 
psychological stress as a result 
of fi ghting the 1987 King’s 
Cross fire have been awarded 
a total of £34,000 agreed High 
Court damages against London 
Underground. 

It is believed to be the first 


time that members of the 
emergency services have 
received compensation mainly 
for psychological rather than 
physical injuries. The awards 
ranged between £4,000 and 
£13.000. 


More regional 
health funding 

All English health regions will 
receive at least 4 per rent 
growth in revenue allocations 
next year under financial 
arrangements announced by 
the government 
Mr William WaWegrave, 
health secretary, in sharing 
between health authorities 
a £1.48bn revenue Increase 



W illiam Waldegrave: 

for 1991*82 announced In last 
month's autumn statement, 
has decided that no region 
should receive less than 4 per 
cent growth. Be said this was 
“in recognition of the major 
changes to be made next year" 
when the government's health 
reforms are implemented. 

The health secretary’s 
^ddnw wMBt that the 
government will be forced to 
slow down a proposed shift 
to a weighted capitation basis 
of health fimding; 


Rail safety 

British Rail will fail to meet 
its own safety target of next 
April for reducing the working 


hours of all staff directly 
involved in operating trains, 
according to an internal letter 
from Mr John Welsby, BR chief 
executive. 

BR has reduced the hours 
of i te si gnals te chnicians to 
a maximum of 72 a week in 
the wake of the Clapham train 
crash of 1988, bat Mr Welsby 
said BR would not meet a 
similar set of targets for other 
categories of operating staff. 

There are aboot 40,000 other 
operating staff, including the 
drivers and guards. 


Lifeline for 
theatre group 

The world famous Royal 
Shakespeare Company was 
last night thrown a £1 J3m 
financial lifeline to help secure 
its future. 

But It has been told it must 
do more to match extra Arts 
Council funding in a bid to 
cut its crippling ta.?m d e fi cit. 

The RSC*s basic annual 
grant has been Increased by 
£475,000 to £6,520.000 but the 
extra cash injection - still 
to be ratified by Mr Timothy 
Benton, the arts minister — 
may have answered the 
company’s pleas. 

The ESC has been forced 
to close its two London 
theatres, the 1.100-seat 
Barbican and The Pit, for four 
months to reduce overheads, 
despite good box office 
returns. 


Blaze damages 
envoy's home 

Fire has swept through the 
French ambassador’s homo 
in west London just a fortnight 
after he moved out to allow 
refurbishment 
More than 100 firefighters 
tackled the blaze at the 
four-storey Regency mansion 
in Kensington Palace Gardens. 
No one was injured but 
Ambassador Vlcomte Luc de 
La Barre de Nanteuil has been 
forced to move to a temporary 
address. 



Interbank has always had a 
good name in Turkish banking. 



Over die last 10 years in particular. 
Interbank: has led die way in sophisticated inno- 
vative corporate banking. (We’re now as highly- 
regarded in^ Tokyo and Zurich as we are in 
Istanbul.) 

But we felt our signage hadn't kept up. 


. So now the best name in Turkish corporate 
banking has a bright new look. (It's also 
easier to pronounce.) 

If you’d like to talk to us about the exciting 
opportunities in Turkey, remember our name. 
It’s the best one around. 


INTER 





TURKEY'S LEADING CORPORATE BANK. 


Head Office: Bdyflkifare Caddesi I08JC, Eaeniepe, 80496 Istanbul-Tnxkay Phone: (1)174 20 00 (26 finea) Fax: (1) 172 16 22 (2 hues) 
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Some business travellers 

will change neither hotel nor newspaper. That’s why they 
are particularly happy to find complimentary copies of 
the Financial Times at the following hotels in Paris: 
Hotel Bailli de Suffren, Hotel de ia Bretonnerie, Hotel 
Bristol, Hotel Cam bon. Residence Champs Elysees, 
Hotel Chateau Frontenac, Hotel Co Usee, Hotel Com- 
modore, Hotel Concorde La Fayette, Hotel Concorde 
St. Lazare, Consul Club American Express, Hotel C ni- 
ton, Hotel Due de Saint Simon, Hotel Floride Etoile, 
Hotel de France et Cboiseul, Grand Hotel, Hotel Guy 
Louis Duboucheron, Holiday Inn Republique, Hotel 
Inter Continental, Saint James Club. Hotel Lancaster, 
Hotel Uttre, Hotel du Louvre, Hotel Madison, Hotel 
Mayfair, Hotel Meridien, Hotel Meurice, Hotel Novote! 
Les Halles, Hotel Pavilion de la Reine, Hotel Prince de 
Gallcs, Hotel Pullman Windsor, Hotel Queen Eliza- 
beth, Hotel Regina, Hotel Relais Christine, Hotel Royal 
Monccau, Hotel Sofitel Bourbon, Hotel Splendid 
Etoile, Hotel Terrass, Hotel de laTremoiile, Hotel War- 
wick, Hotel Westminster. 
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FINANCIAL TIMES 

EUROPE'S BUSINESS NEWSPAPER 


WORLD 

INDUSTRIAL 

REVIEW 


The FT proposes to publish this 
survey on January 14 1991. It will 
be of particular interest to 54% of 
Chief Executives in Europe’s 
leading companies and 94% of 
Captains of Industry in the UK 
who are FT readers. The US Senate 
and House of Representatives 
receive hand delivered copies of the 
FT Daily. If you want to reach 
these important audiences, call 
Brian Heron on 061 834 9381 or 
fax 061 832 9248. 



THE UNITED NATIONS ENVIRONMENT PROGRAMME (UNEP) 
INVITES APPLICATIONS FOR THE FOLLOWING POST OF DIRECTOR 
OCEANS AND COASTAL AREAS - PROGRAMME ACTIVITY CENTRE 

Grade/Level: D-2, Duly Station: Nairobi Entry on Duty: 01 May 1991 


The Oceans and Coastal Areas PAG is responsible for the oo-crdnrtion of develo pm ent an d impiementafion of UNEP’s Refltonri Seas Progra mm e 
covering 10 geographical regions and involving more than 120 States and territories 


Rwelfang 

The main functions of the incumbent of foe post wH be to: 




jCCMXdrauatfie harmonious development of projects implemented or aqpvrvtead by Oceans and Coastal Areas, Programme Activity Centre 




Joiy»TOTie^^l^p! W o ,1aa n 1ZaIk ^ U r^^H eai * ,uart ^ ht ^^ foe 


supervise and eo-onSnato the work of die staff assigned to OCA/PAG, 
deal with manors relevant to the admMstralian of OGA/PAC, 

represent UNEP et meeting organized as part of OCA/PAC activities or at meelhtgs retovant to these activates. 


Highest University degree in marine sciences. 15 years practical working experience h related fieidl faBowmg padutfien. 3 or more yemswftfi 
{ntamatsonai organisations. Proven sMOs in co-ortfnatfon fo mutthfedpQn&y international programmes. Famiiaity with UN and with emdranmeotad 
problems. Fluency essential and knowtedgo of French or Spanish desirable. 


Salary plus Post A^uslment (Net per annum) Us$ 


At dependency rate Atrincterate 

D-2/1 56,070 + 5,046.30 Post Ad{ustinent 51.423+4.62&07 Post 

Acfuatment 

Pto: 60 days' paid leave owy 2 yean, education gant up to $6,750 per chid par academic year far expatriate canddates. Duty faetayorfoton of 


Deatfina for apptica^ons: 28 February 1991 

All appfcations accompanied by a delved up-to-date C.V. or UN personal history form should be adeemed to: Chief Recruitment Unh P.O, Box 
30552 NAIROBI, Kenya or Fax No. (2542) 520-711 

■ Post Acgustment subject to change according to cost o* fiving fluctuation. 
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Strike threat recedes on North Sea oil rigs 


THE THREAT of a renewed 
wave of strikes early next year 
by construction and mainte- 
nance waiters in the troubled 
North Sea offshore industry 
receded yesterday as unions 
claimed a breakthrough in 
their campaign for recognition, 
writes Diane Summers. 

For the first time since a 
series of unofficial strikes dur- 
ing the summer, the employ- 
ers' organisation, the Offshore 
Contractors Council (OCQ, has 
agreed to meet the unions far 
formal talha on the tam o 

An arfrif+TrwiaT Sign Of ponry 

also came yesterday as Shell 

R v j i/ n annwuiff^ “as a 

gesture of goodwflT, it would 


be lifting a ban an the employ- 
ment or workers who had 
taken part in sit-ins on Shell 
platforms during the summer. 
Now, in a letter to Mr Thm 

14a t-T an, fhalnnan rf I N 

unions’ offshore - committee 
and a national officer of the 
AEU engineering union, the 
OCC has suggested a meeting 
on January 10 in London. 

The employers pointed, out 
in the letter that the talks 
could only cover construction 
and maintenance work on plat- 

forma The Htupuiniimu “should 
not be construed as an oppor- 
tunity to discuss a formal 
agreement to cover all work 
offshore." the OCC stated. 


Yesterday the OCC said it 
felt that “things had calmed 
down sufficiently" **r talks to 
go ahead but it was disap- 
pointed that the unions 
appeared to be railroad the 


The unions had been waging 
a *qmp et g n for a single “conti- 
nental shelf” agreement to 
cover all offshore workers, 
inchuWitg. for example cater- 
Ing drilling workers, it 
now appears, however, that 
they are prepared to drop this 
demand - at least in the short 
term. 

Se parately , offshore catering 
workers have renewed their 
rtnwit of tnihwWal action and 


accused the employers, the 
Catering Offshore Traders' 
Association, of reneging ana 

negotiated pay settlement • 
The OCC*fl in vit a tion to talks 
on recognition for construction 
and workers was 

announced by unions as they 
left the Department of Energy 
yesterday after discussions 
with Ur John Wakehasx, 
energy secretary, an the imple- 
mentation of tee Cullen report 
on the Piper Alpha disaster/- 

Mr Wakebam agreed with 
rxrArmx that any victimisation 
of North Sea ail waiters. who. 
complained about safety stan- 
dards would be “in totaa blir. 


HOMELESS IN BRITAIN 


London to receive £15m for hostels 


By John Authors 


THE government yesterday 
revealed details of a £15m 
spending programme to ease 
the pli ght of hFwwwteKR people 
in central London. 

The plans announced by Sir 
George Young, the housing 
minister, are ajwiflri at rehous- 
ing people now sleeping rough 
an the capital's streets. 

Ur mck Hardwick, director 
of Centrepolnt Soho - the 
charity which operates an 
emergency shelter for young 
homeless people - is to be sec- 
onded to tep Department of tee 
Environment (DoE) to help 
implement the proposals. Sir 
George added. 

The latest proposals aim to 
provide an extra 1*000 beds in 
London and are part of a three- 
year gnveT nTTwnt «mmifai iwit 
costing £96m. The issue was 
raised last week after Mr John 
Major, the prime minister, 
p remis ed to tackle the problem 
of homelessness. 

The £l5m will be used to pay 
for 320 new hostel places in 
London, with a farther 700 to 
be provided by housing associ- 
ations for people moving on 
from temporary hostel accom- 
modation. 

The remaining £Slm is to be 
allocated over the next two 
years to ease homeless prob- 
lems outside London. 

Charity workers welcomed 
yesterday’s announcements, 
hot called for a change in the 
stru c tu r e of state benefits and 
for more action outside Lon- 
don. They also suggested that 
Twngt of the spending outlined 
in yesterday’s announcement 
was not part of a fresh initia- 
tive but had already been com- 
mitted.' 

Shelter, the charity repre- 
senting tee country’s home- 
less, yesterday said attention 
should not only be focused on 
central London but other parts 
of Britain. 

It said children were sleep- 
ing in caves near Bristol in 



Down on the street: the government hopes to ease the plight of those sleeping rough 


western England, and high- 
lighted the f-MR of young- 
ster in Bolton, in the north 
west, who built a shack in a 
field after to Wml a 

home. 

Ms Shefla direc- 

tor of Shatter , «»i* 

“While these proposals are 
extremely welcome, they are 
totally H kjifW pnrHnmata fo the 
size of the problem. Homeless- 
ness is not Just a London prob- 
lem. There are young people 
sleeping on the streets of every 
main town." 

"None of this money is com- 
ing up here. It's Just ridicu- 
lous.* 

A recent at temp ted census in 
Bristol suggested that around 
500 people were sleeping rough. 
But Ms Sue Parsons, of Shel- 
ter’s Bristol office, said such 


quotas were unreliable because 
many of the homeless were 
reluctant to take part in a cen- 
sus. 

She suggested the measures 
taken in London would have 
tittle effect unless they were 
coupled with changes to the 
benefit system. 

She cited the dosrae off men- 
tal hospitals and the introduc- 
tion of the community charge, 
or poll tar, as policies which 
had aggravated the increase in 
the number of people sleeping 
rough. 

Mr Hardwick, of Centrepofart 
Sabo, said the problem did not 
rest solely with tire department 
of social security, which 

mrang M benefit pay ments to 
the unemployed. 

He said: “For the initiative 
to work as folly as we would 


like, action is also required 
from other departments. Cer- 
tainly I hope that we can gat 
some changes or look at some 
of the issues around soda] 
security payments, look at 
what is happening for people 
with mental health problems 
- and a range of other issues 
that we can take on.” 


The London Housing Unit 
(LHU), which advises London 
councils on homelessness, 
accused the government of 


“dressing up an inadequate 
response to the issue of single 


thing new wl 
alL 


s by ggMng gome- 
bich is hot new at 


The LHU also doubted 
whether £15m would cover the 
e x tra L000 bed spaces which 
had been mooted by the DoE. 


Commons told of ‘disaster’ in Amazonia 


By John Hind, Environment Correspondent 


THE DESTRUCTION of the 
Brazilian rainforest is an 
“environmental disaster* but 
the rate of deforestation is not 
as great as some surveys have 
sugge sted according to the 
rn Hutfrty CoBMMBi Euvlrdb 
raent Select Committee* 

The committee also 
expresses concern at slow 
progress in implementing the 
programme of scientific 
research on the rainforest 
which has been drawn up 
between the UK Overseas 
Development Administration 
unH tiie Brazilian Government 
In a report published yester- 
day on its visit to Brazil the 
committee hopes the pro- 


gramme “does not founder 
through excessive internal 
administrative and regional 

dtinenttfes.** 

The committee says the Bra- 
zilian National In stitut e for 
Sosce Research calculated by 
satellite analysis that 12fo800 
square miles of rainforest had 
been destroyed up to 1989, 
much less than the World 
Bank's figure of 880,000 
square wrfW. 

It also says a study for 
Friends of the Earth suggest- 
ing an annual rate for defores- 
tation of 20,000 square mites 
had been overtaken by more 
ftntq from satel- 
lites showing that tea correc t 


figure was 9^)00 square writes. 

“It appears that the defores- 
tation m Amazonia may not be 
as great as was previously 
thought" says the committee. 
“However, an annual loss of 
over 9,000 square miles of 
rainforest - an area roughly 
80 per cent trigger than Wales 
- is in itself extremely sect 


It says that the Brazilian 
Government is firmly commit- 
ted to environmental protec- 
tion but faces a “Herculean 
task* in polking such a vast 


into Amazonia, most of them 
penniless migrants trying to 

high mrowipln y i s efi t. 

“The situation was described 

to os as akin to that which 
existed in North America dur- 
ing the gold rushes 150 years 
ago when law and order in the 
Wild West was unenforceable 
or non-existent," says the 
report 

A Brazilian offtebtf told the 
committee; “They don't come 
for tan. the aim of the goUhv 
miner Is to become rich — .<*v 
die." 


A serious problem was 
posed by thousands of illegal 
goldminers who had flooded 


Environment Qonuutttts, shot* 
and report. Visit By The CSWfr 
mtttee r To BmA EMSO, 


THE UNITED NATIONS ENVIRONMENT PROGRAMME (UNEP) 
INVITES APPLICATIONS FOR THE FOLLOWING POST OF 
DIRECTOR, DESERTIFICATION CONTROL, PROGRAMME ACTIVITY CENTRE 
Grade/level: D-2 Duty station: Nairobi Entry on Duty: Feb. 1991 


Tte Desertification Corardte foe RPogrwn me wflhlnUNg which It I 
Unted Nations Plan ol Action to Combat Desertification and related 


Functions 


The main functions of the incumbent of the post w9 be to: 

(1) Dfoot. review and foemutato programme* of work In foe area of daeatilloalon and oo-oKflnaletiielr implementation. 

(2) Co-arxSratejhework af the Centre witii lhat of ofoar national and International 


(3) Negotiate wflh relevant bodes on behatf of UT£EPte project formulation fund raising and for the provision of consultants. 

(4) Bufld up a database on desertification assessment and conzoi and dtaemlnate p e r t ine nt k i fo m m tfun to Governments. 

(5) Organize mootings, prepare polity P^ers, statements and reports on desertification control and represent UNEP In related i 

(6) Manage human and financial resources of foe Centre. 


i of activity. 


graduation, 3 more years of which wtlh international oroansaiian* iw. " rotated flew fattowtoa 
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Sea oil 
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Insolvency administrators can use joint venture asset 


GRIP stems AND AMDTWTO y 
PROVINCIAL & CITY 
PROPERTY C OMPA NY AND 
• ANOTHER 
..Chancery Division; 

Mr Justice Scott 
' November 22 199 0 

INSOLVENCY ADMINISTRA- 
TORS /of a Joint venture com- 
pany have power to disclaim 
onerous contracts as between 
the company and the joint ven- 
turers if the true relationship 
was one of quasi-partnership 
in that the joint venturers, 
while protecting themselves 
from creditors by operating 
through the company, retained 
the joint venture’s only asse t 
in their own b»md s 
Mr Justice Scott so held on 
an application tor directions by 
Mr Allan Griffiths and Mr Mal- 
colm Shferson, »rimin W ri> l /. rf? 
or P&C and R&T (Stockport) 
Ltd, va joint venture company 
set up by Provincial & City 
Property Co (PCP) and Rush & 
Tomjrins Group pic (RT). 

HIS LORDSHIP said that the 
business of the Joint venture 
company was the development 
of a business park in Stock- 
port, in four phases. The land 
belonged to Stockport Borough 
CotmctL The joint venturers 
were PCP and RT. 

On January 24 1968 the coun- 
cil agreed to grant PCP a lease 
of the business park for 199 
years. A S2^Sm pre mium was 


to be paid for the lease, £5R000 
of which was paid by PCP on 
signing the agreement 

The lease was dated June 28 
1989. The parties were the 
council as lessor, PCP as les- 
see. and RT as guarantor. Tie 
agreement and lease together 
contained the joint venturers’ 
obligations to the council, ^ 
vested the land in PCP. 

The rights and obligations of 
the joint venturers inter se 
were dealt with by a joint ven- 
ture agreement 

Their intention was that the 
company should be the corpo- 
rate vehicle in the name of 
which the development would 
be carried out; and that they 
should jointly own and control 
the company. 

Clause 1® of the Joint ven- 
ture agreement entitled PCP to 
act as “project co-ordinator of 
toe development”. By danse 3 
the company undertook to do 
wrri-Vifrngr both joint ven- 
turers agreed. 

Clause 4Ca) provided that the 
parties M shadl seek to p ro c ur e 
the novation <rf the agreement 
for lease and the lease in 
favour of the company ... to 
toe intuit, that the company 
shall stand in the shoes of 
PCP...” . 

By datum 5(h) the co m pany 
was obliged to make payments 
to PCP in respect of increases 
in toe value of the pari; over 
and above the value repre- 
sented by toe £2JSm premium. 

Clause 15 provided: ^"Nothing 



Your money can 
now earn up to 



with Lombard 

tf you have £t,000 or more to Invest your money could 
be mmfcig* handsome 11.500 N pane Lombard One 
Yaw Fixed AcoountThe rale fa fixed and gu a r a nteed n ot 
to change during the period of the deposit Interest is 
paid as a lump sun at the end of the period. 

Or perhaps you woUd prefer to have your sarings more 

readly available. Our 14 days notice account mWmum 
£5,000, psysan attractive variable rate, currently 
1 2.375 % pa, credited quarterly, equivalent to a 
compound annual rateof 12JKF1 %• 

Whatever your needs there is sure to be a U>mb«d 

account from our comprehensive range of sterflnfl 

savings and deposit accounts to meetyoir 
requirements. 

Don't miss ihte opportunity to putyswmoneytowock- 
write r»ow for a copy of the Lombard Savors & Investors 
brochure No. 1 297 or ataply complete and post the 

coupon. 

Aa an addWooel benefit for oversees reekJerts ad 

interest fs paw without dedueflon of tax. 
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in tofn agreement g hnTi consti- 
tute or be deemed to constitute 
a partnership". 

hi about June 1989 a start 
was made on the development. 
It floundered. 

The main contractor went 
into administrative receiver- 
ship in April 1998. Subcontrac- 
tors who had not been paid left 
the site. No work had been 
dome since June. 

The Cooperative Bank pic 
applied as u nsecur ed creditor 
tor an aiiminiafasaHnw order in 
r espec t of the comp any. 
AdromislraUve receivers were 
appointed by order dated June 
15 1990, pursuant to section 8 
of the Insolvency Act 1986. 

The purposes of the appoint- 
ment were (1) survival of toe 
company «««* its undertaking 
as a going concern; and (2) a 
more advantageous realisation 
of Its assets than would be 
effected on a winding-up. 

There were unsecured liabili- 
ties ram Unless 

until some part of toe develop- 
ment could lie brought to com- 
pletion the company bad no 
realisable asset The adminis- 
tration order was to provide a 
respite to the company 

to try arr an ge finance to 

enable at least phase 1 to be 
completed. 

With toe creditors’ approval 
the administrators negotiated 
with toe bank, ft was willing to 
advance farther funds but 
required a legal charge over 
toe lease as security. 


The lease was vested in PCP. 
Before the company could 
grant the security it must pro- 
cure toe lease to be vested in 
itself. 

Mr Tjgmiwp for the ww i pi my 
contended that pursuant to 
clause 4(a) of the joint venture 
agreement, toe company was 
entitled to call on PCP to trans- 
fer the lease. 

Mr Moss for PGP contended 
that since toe c o mp a ny did not 
propose to perform and was 
not In a position to perform its 
obligations to PCP nniw the 
joint venture agreement. It was 
not entitled to call for perfor- 
mance of PCP’s obligations 
under 4(a). 

Also, PCP objected to the 
administrators* intention to 
dispense with its services as 
pndect coordinator. It said the 
company was bound by the 
joint venture agreement and 
could not simply ignore PCP’s 
contractual rights. A liquidator 
could disclaim onerous con- 
tracts; an »dtnwif«tr a t f w bad no 
such power. 

Mr Moss drew attention to 
the difference between an 
administration order and a 
winding-up order. That was a 
valid point. In Re Atlantic Com- 
puter Systems (FT, August 1 
1990) Lord Justice Nlcholls 
said: "In contrast to wind- 
ing-up, an administration is 
in tended to be only an fa i wri w 
and temporary regime ... a 
breathing space. ..to give the 

atfmirrarir atar Hiwb (q . . . imple- 


ment . . . proposals approved by 
the creditors". 

In general an artmtatatratfo n 
order did not authorise admin- 
istrators to break the compa- 
ny’s contracts. There was no 
power of disclaimer such as 
was available to ljquidatois. 

But whether that general 
prfaripte applied to the joint 
venture agreement in the pres- 
ent case was another matter. 

The agreement had many of 
the indicia of partnership. If 
the true nature of the relation- 
ship was one of partnership. 
Insolvency of the joint venture 
would be a ground tor dissolu- 
tion, receivers and managers 

would probably be appointed, 
and toe assets of winch they 
would take control would 
whnto the toter est. 

As an alternative to partner- 
ship, PGP and RT could have 
entrusted their joint venture 
wholly to the company, with 
the company's Articles provid- 
ing management control for 
joint venturer, joint 
venture assets vesting in the 
company. 

If the joint venture had 
twrnmp insolvent, administra- 
tors would have had toll con- 
trol over assets Including the 
lease, and would not have been 
bound by the Articles regard- 
ing management rights (see 
section 14(4) of the Act). 

The scheme of the joint ven- 
ture agreement was an amal- 
gam of toe two alternatives. 
The joint venture was to be 


Bff ri w i out bv a timltefl liabil- 
ity company while the Joint 
v en t u rers woe protected from 
joint venture creditors. But the 
main asset of the joint venture, 
toe lease, was not vested in the 
company. Instead it was 
retained in the name of PCP 
one of the joint venturers. 

In such a case, the Joint ven- 
turers’ Insistence on their 
rights under the joint venture 
agreement in order to control 
the administrators* attempts to 
salvage the development was 
objectionable. 

The administrators were 
appointed to recommence 
development so that at least 
phase 1 might be completed 
and realised tor toe benefit of 
creditors. Neither PCP nor RT 
had any equity to stand in 
their way. The manner in 
which they carried out their 
task was subject to control by 
the court PGP could apply to 
tiie court and ventilate prag- 
matic objections to their pro- 
posals, but it could not object 
simply on the ground that the 
proposals were Inconsistent 
with its rights under the joint 
venture agreement 

The reasons tear that concta- 
edon woe: Cl) that in view of 
the Insolvency of the joint ven- 
ture, PCP, as at least a quasi- 
partner, had no equity to 
obtain specific performance of 
its contractual quasi-partner- 
ship rights against toe com- 
pany; C2) that to enforce the 
management and project co-or- 


dinator provisions against the 
admin i str a tors would be incon- 
sistent with the spirit and pur- 
pose of section 14(4) of toe Act; 
(3) that insolvency of the joint 
venture and the company had 
frustrated the purpose of the 
joint venture agreement 

As to whether PCP could 
decline to transfer the lease, 
the question was one of con- 
struction of danse 4(a). The 
company had a beneficial Inter- 
est in the lease, to take effect 
in equity immediately. Clause 
4(a) contained an express dec- 
laration of trust; and any other 
construction would leave PCP 
in a position of preferred credi- 
tor of the company. 

The administrators were 
therefore entitled, if they could 
procure a release of PCP from 
its lease obligations to the 
council, to have the lease 
vested Is the company. PCP 
and RTs rights under the joint 
venture agreement would not 
be specifically enforced against 
the company, so long as it 
remained subject to the admin- 
istratkm order. 

For the administrators: Ian 
teeming QC and Ian Little 
(Slater Heelis, Manchester) 

For PCP and RT group: Gabriel 
Moss QC and Robin Dicker 
(Nabarro Nathanson). 

For the bank : Brendan Hegarty 
(Addleshaw A Sons, Manches- 
ter). 

Rachel Davies 

Barrister 
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Hitachi VT-LC50EM laptop AV is a creative fusion 
of advanced technologies. stunted tv picture. 


Remember when the audiovisual 
sy st em was a fixture at your home or office? 
Now it’s a world traveller. 


Hitachi liberates AV technology in a _ 

revolutionary new form: as a compact, 
portable laptop. Combining a built-in 
EAL/SECAM* TV tuner, a 5-inch colour LCD 

screen, and a fuB-saed multi-system VCR that plays VHS c assette s of 
any format. With special magnetic shielding for clear reception. Without 
excess weight or wires to tie you down. 

Get a handle on your laptop AV and yon can really go places 


Hitachi airs 
a new form of 
freedom. 


JL M, JL together, lb die ends of the earth, if you wish. 

rf That’s die land of free thinking 

you can expect from Hitachi. Where a 
creative research team combines expertise 
in a wide range of fields, from electronics 
and audiovisual systems, to new materials 
and information processing. Designing origi- 
nal new products for practical consumer needs. 

Hitachi. We make technology in the human interest, lb give you 
greater freedom of expression. 

*la record TV pragmas is NT5C sreas (Japan, U.&A. Republic of Kona, etc.), jttSt connect the unfa to xa NTSC tuner. 


0 HITACHI 


Hitachi Sales (UK.) Ltd. Hitachi Hous^ Station Roari, Hayes MKttlesac LTS3 4Dfl Phone: (0S1J 848-S787 Fat: B*1) 561-4565 













BUSINESS AND THE ENVIRONMENT 


Christmas 


tree owners 


T he toweling bills 
beside the southern 
Chilean port of Puerto 
Montt are, on closer 
inspection, made of wood 
chips. In a few days they will 
disappear into the vaults of a 
Japanese freighter, only to be 
replaced by more hills for 
export. 

Puerto Montt's artificial 
landscape is the product of an 
industry that did not exist five 
years ago. The business is 

dominated by Japanese corpo- 
rations such as Mitsubishi, 
C-ltoh and Daio Papers, which 
could not resist the temptation 
to exploit Chile's vast temper- 
ate forests and open door pol- 
icy towards foreign investors. 

The voraciousness with 
which the Japanese have plnn- 
I dered Chile’s virgin forests - 
exporting almost 2m tonnes of 
wood chips last year - has 
provoked a national outcry. 
The country's growing envi- 
ronmentalist Lobby is con- 
cerned that protected species, 
such as the Araucaria pine 
which can live up to 2,000 
years, are being shredded in 
seconds. 

The sawmills have also 
drawn the attention of Chile's 
Forestry Corporation, Conaf. 
“The problem is that the Japa- 
nese buy logs from small land- 
owners, who are cashing in on 
this lucrative new business 
with scant regard to its envi- 
ronmental impact," says Juan 
Moya, a forestry engineer at 
Conaf. 

In theory, the felling of 
native woods requires the prior 
approval of Conaf, but Moya 
says his corporation does not 
have the manpower to p»iire 
Chile's 7m hectares of virgin 
forest. He estimates that more 
than one-third of the wood that 
reaches the sawmills is felled 
illegally. 

The Japanese campaniles will 
not give interviews to foreign 
journalists or answer written 
questions on the ecological 
impact of their activities. But 
they are gradually relenting 
under a barrage of adverse 


see the light 


SINCE the 19th century, when 
Christmas trees were first 
brought indoors to adorn Vic- 
torian sitting rooms, they have 
been thrown out with the sea- 
sonal detritus of mangled 
wrapping paper and turkey 
bones. In the US, their tradi- 
tional resting place was the 
landfill. 

But In ft ff age of shrinking 
landfill space and growing 
concern about solid waste dis- 
posal, environmentalists are 
promoting recycling for the 
38m Christmas trees that are 
expected to be sold in the US 
this year. 

There are many uses for a 
dead Christmas tree. In New 
York city, the department of 
sanitation grinds them up into 
wood chips, which are offered 
free to urban gardeners to use 
as mulch for fertiliser and 
ground cover. The programme, 
m its second year, is extremely 
convenient for the woold-be 
c on s er vationist. 

“Leave your tree out for col- 
lection at curbside as you nor- 
mally would,” says Hr Bren- 
dan Saxton, Commissioner, 
“but remember to remove all 

nnimiiMifa^ itfamda ami 

other decorations.' 

Even if the wood chips ulti- 
mately end np in the landfill, 
they take up significantly less 
space and decompose more 
quickly than a full-size tree. 

The commercial sector is 
also starti ng t o promote tree 
recycling. IKEA, the Swedish 
retail chain whose US stores 
sell many thousands of Christ- 
mas trees each year, offers 
customers the option of rent- 
ing the trees. 

On the Texas Gulf Coast, a 
number of local communities 
are trying to fight beach ero- 
sion by using piled-tip Christ- 
mas trees to form the founda- 
tion for sand dimes. In the 
New Orleans area, the trees 
have been used as underwater 
dykes to help stem the erosion 
of local marshes. 

Even living trees can serve a 
purpose. In one Californian 
town, the authorities will 
accept nursery-grown potted 
trees and replant them in tree- 
less centres. Civic-minded Citi- 
zens canevm claim their trees 
as charitable donations for tax 
deductions, provided the trees 
are tagged with the donor’s 
name- and address and the 
tree’s cost. 


Leslie Crawford explains moves 
to safeguard Chile’s forests 
against excessive exploitation 


Too much of 


a chip feast 



Karen Zagor 


Conaf recently extracted a 
"pottdng tax” of $1 per tonne 
from the sawmills that will 
help the corporation step up Its 
war against rianifnatina fell- 
ings. Part of this money may- 
be invested in a satellite sur- 
veillance system. 

The sawmills have also 
agreed to Hand over informa- 
tion on their suppliers. 

Conaf is currently drafting 
new regulations for the "ratio- 
nal and controlled" use of vir- 
gin forests. “With responsible 
management, there is no rea- 
son why native forests should 
not be exploited commer- 


cially," says Moya. He believes 
that they could even he g iven a 
new lease of life with the selec- 
tive felling of diseased or over- 
mature trees and modem con- 
servation hyhniip y if , 

However, the forthcoming 
regulations have Chile’s 
landowners up in arms. 
GuDlermo GueQ, president of 
Corxna. the private sector’s 
wood corporation, regards any 
new restriction on the forestry 
business as an unjustified 
attack on private property. 
“We live off the forest, so we 
don’t need anybody to tefi us 
how to look after it - least of 
an trendy ecologists sitting in 
Santiago apartments," he says. 

Guell blames the contro- 
versy over the wood chip busi- 
ness on env i ro nm ental groups, 
which he refers to as “Euro- 
pean and American neo-colo- 
nialists; how dare they come to 
tell us what to do with our 
forests." 


Yet with the e x ce p ti o n of the 
Japanese, multinationals 
investing in Chile’s booming 
forest r y and cellulose industry 
have chosen not to touch 
native forests. They have 
either bought, or Introduced, 
“man-made" plantations of 
radiate pine and eucalyptus. 

“Virgin forests are a no-go 
area, ft is just too hot a politi- 
cal issue,” says Alberto Rubin- 
stein, the head of Shell's for- 
estry division. 

Jose Luis Lopez, the repre- 
sentative of Carter Holt Har- 
vey’s inte rests in Chile, says: 
"We only use man-made for- 
ests. They are more cost-effi- 
cient and we believe in the 
conservation of native spe- 
cies.” 

StOia, Unmpp’a Mggpri 1 pupw 
and pulp m aT i n V ^ rW | is cur- 
rently investing in radlata pine 
p b mfa»tinrH» in southern Chile 
which will eventually supply a 
planned 45<U)00 tonnes per 



year cellulose plant The total 
investment in a joint venture 
with Chile's Celulosa Aranco, 
could read! $L2bn. 

"Store, will not go near 
native fo rest s ,” says Gustavo 
Romero, the company’s general 
. manager in Chile. "It is too 
dangerous to tamper with sue* 
a fundamental part of our eco- 
system.” 

■Carter Holt Harvey, Shell 
and Store have invested over 
$L4bn in Chilean fo res try over 
the past five years - buying 
plantations, building sawmills 
and cellulose plants. Chile’s 
unbeatable comparative advan- 
tages, for growing radlata pine, 
ana the government's generous 
reforestation incentives, have 
created this foreign Investment 
surge. Exports of timber, cellu- 
lose, furniture and wood chips 
now total $800m a year, ami 
are are set to double by the 
turn of the c entu ry. 

Simpson Paper of the US is 
constructing a $587m pulp miff 
in association with Chile’s 
largest paper manufacturer, 
the Campania Manufacturers 
de Papeles y Cartones. Fletcher : 
Challenge of New Zealand and 
Pathfinder Investments ctf the 
US are also in Chile. 

The most recent arrival is 
Switzerland's Attishalz Hold- 
ings, which wants to build a 
$90m krati ppp?r mm in the 
south. 

All have plwlg«i to incorpo- 
rate the latest environment- 
friendly technology in the 
treatment of pulp mill effiu- 

The magnitude of their 
investments is another facto r 
that sin g les them out from the 
Japanese. ” Japan may be 
Chile’s second biggest trading 
partner,” says Lopez, “but they 
have few investments in 
Chile." ft only takes between i 
$5m and $13m to set up a saw- i 
mill, and the export of wood I 
chips doubles the retain on the j 
original investment in imfe- a ■ 
year. 

Lopez is worried that the 
unchecked growth, of wood 
chip exports could eventually 
tarnish the image of the for- 
estry industry as a whole. But 
Rubinstein sees some positive 
develop ments in behaviour 
of Japanese corporations. “Mit- 
subishi is beginning to buy 
eucalyptus plantations,” he 
says. 

Daio Papers recently 
announced a 10-year invest- 
ment programme to reforest 
250,000 hectares with eucalyp- 
tus and build a pulp mtn «nd 
wood chip plant Rubinstein is 
heartened by their decision to 
invest in renewable natural 
resources. “It shows they are 
finally responding to environ- 
mental concerns," he says. 


Miners dig deep to give 
birds a safer passage 


■. I 
iP’ 


Kenneth Gooding on Echo Bay’s $10m bill to preserve wildlife : 


THE cost so fer far attempts to 
prevent birds being MSed at 
the McCoy/Cove gold mine 
near Battle Mountain in Nev- 
ada is about US$1 0m. Echo Bay 
Mines, the owner, has also paid 
a $250,000 fine and agreed to 
contribute a farther $250,000 to 
wildlife habitat and propaga- 
tion projects. 

One and pnp birds 

have d«»d by drinking from the 
mine's waste water pond since 
McCoy/Cove started up in June 
last year. Echo Bay can be that 
precise because the US Migra- 
tory Bird Treaty Act makes it 
illegal for any company or 
mine to kOl migrating water 
fowl and every death has to he 
reported. 

Even though Echo Bay made 
great efforts to prevent birds, 
being killed It still had to pay 
one of the stifiest fines ever 
levied against a mining com- 
pany in Nevada, a state cred- 
ited with usually taking a 
benevolent app raanh to mining 
and miners. 

Echo Bay tried to keep the 
birds away by stringing silver 
Hags afl wffffl the pond, to no 
avail, ft attempted to frighten 
the birds away by using 
remote-controlled boats. Can- 
nons were fired at regular 
intervals, but still the birds 
arrived. Mine staff even 
resorted to rfwirfng the birds 
across the pond on air-pro- 
pelled swamp buggies. 

The company was advised 
that fond music would keep 
birds oB the pond. “But a cou- 


of gold in every tonne of ore - 
and contributed to the tremen- 
dous upsurge of gold mining 
activity in Australia as well as 
North America in the lMOs. _ 

But tailings (waste), dis- 
charged into ponds after the 
gold has been separated from 
the solution, still c ontains cya- 
nide which takes some time to 
lose its toxicity in the sunlight. 
At .the time, many of the 

mines using heap l e ac hin g to 
win their gold are, like McCoy/ 
Cove, in desert areas. As Echo 
Ray learned to its cost, when 
birds fly in from the desert, 
there is little that can be done 
to stop having a drink. 

The McCoy /Cove tailings 
pond covers an area of 145 hec- 
tare (equivalent to the com- 
bined size of 200 soccer pitches) 
so putting a narrow-mesh net 


tions. Even to a company the ' 
size of Echo Bay, which is the 
fourth-largest North American 
gold producer in terms of out- 
put - which will be weft. over 
mm ounces this year --thfe 
Is not $o trivial. ... 

Also. McCoy/Cove’s jpftt&uk, 
to be shut {town for three 
weeks while the Inco plant was' 
installed. This caused . the • 
mine’s gold output in the third 
quarter of this year to fall. by. 
24,165 trey ounces to 58*799 ■ 
ounces. Consequently. , the 
mine's cash production costs 
jumped by nearly flOO-an 
ounce to $291 an ounce in the. 
quarter. ' ■ - 

The Inco treatment also adds' 
about 510 an ounce to the cost 


of producing sold at the mina, 
but Mr Caiman says this will 


‘The first snowfall 
of the Nevada 
winter would have 
broken the net’ 


pie of ducks started nesting on 
the rafts we put on the pond to 


the rafts we put on the pond to 
cany the loudspeakers,” says 
John Zigarlick, Echo Bay's 
president. 

Bnhn Bay is fay no w w»™ the 
mly mining company to suffer 
from this problem, but it seems 
to have invested more time 

and mo ney titan fi yyst fo find a 
solution. 

The mining method which 
caused the difficulti e s is raHint 
heap teaching. This is a pro- 
cess in which me is placed in a 
b«»ap an an imp m u iw i H fl pad. 
Then a weak cyanide solution 
is sprinkled over the heap and 
collected at the bottom after 
percolating through the ore 
and dissolving oat most of the 
gold. This very low-cost pro- 
cess has enabled gold to be 
won from rock containing very 
little of the precious metal - 
typically well under one ounce 


over it would have been diffi- 
cult and “toe first snowfall of 
the Nevada winter would have 
broken the net, "suggests Mr 
Bob Caimap, Echo Bay’s chair- 
man. 

His company ultimately 
solved the difficulty by install- 
ing a treatment plant which 
reduces the amount of cyanide 
in the water dumped in the 
tailing s pond. "There is now 
less cyanide in the McCoy/ 
Cove tailings than in British 
drinking water,” Mr Caiman 
boasts. 

The treatment plant was 
buBt at the cost of nearly S3m 

rmrter Hrenro from InCO, tfr© 

world's largest nickel pro- 
ducer, which launched the 
so-called S02 concept in 1982. 
The system works by oxidizing 
tire residual cyanide in solu- 
tion into cyanate, a chemical 
much less toxic. 

More than 30 Ittco S02 facili- 
ties have been operating in 
Canada for some years and 
there are four in the US, so the 
technology Is tried and tested. 
“The capital cost was trivial 
and it was a mistake not to put 
In in at the outset,” admits Mr 

Tl garlirfr . 

He estimates that Echo Bay 
spent about 56m on the other, 
unsuccessful "quick fix” solu- 


but Mr Caiman says this wfll 
be more than compensated for . 
by the fact that spending on' 
“temporary fixes” to keep buds 
off the pond is no . longer, 
needed. Most important, -after 
it became clear that birds; were, 
dying in relatively large num- 
bers, the company switched to 
a weaker-than-usual cyanide 
solution. Now the treatment" 
plant is in operation McCoy/ 
Cove has returned to a full- 
strength solution which should 
boost the recovery of gold from' 
the ore from 82 per cent to 90 
per cent 

There are many miners who 
would maintain t hat, t iffin .to, 
save thefiv& Of a few wroyar 
a waste of resources and an . 
example of environmentalist 
overkill. But Mr Caiman does, 
not complain. "The law is the; 
law and is there to be obeyed* 
he says. Then, after some cafe, 
sideration, he adds: "Mind you. 

I thought about what it had 
cost us when I was watching a 
television programme which- 
mentioned that 283m turkeys- 
will be killed so that the 
could celebrate Thanksgiving 
Day In the traditional way. - . - 

Are there any lessons for 
non-mining com panies to learn: 
from Echo Bay’s misfortunes?- 
Mr Caiman believes there, is 
one important thing to he 
foamed: consultants don’t have 
all the right answers. He says: 
"Our consultants told us that 
we would have no problems 
with migrating birds becaare 
McCoy/Cove was under -he 
flight paths. The consultant* 
were wrong, and we waft, 
wrong not to check further 
ourselves.” Vi 


CONTRACTS & TENDERS 


NOTICES 
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Dateof Issuance : 24. L2. 1990 
Loan No :2602TU 
Order No :ISB/RH-9 


L TteTORKBH EUXTTRIiCrrY AUTHORITY (TEK) ha* received alowi 
Fewer Syoern Operation Asatonce Project Food of ifac Worid 
B«k (Lmb Noe 2602- TW in now amende* (awards Ac con of 
Thamal Power Phan RriwfaOitatioo Project Md his intended Aw part of 
the proceeds this loan wiH be appbedio eSgibic payment* uder the 
Contreci^) for wkic fa tM*k»¥ii *u o B for Bid* named. 


2. Ha TURKISH BLBCMCnY AUTHORITY (EEK) nea r te a k** scaled 
Bid* fr om djgMe Biddca for fiun arii im of coal Sanptttg Synea for 
Sc yiLu i w - i P o m PIm*. 


1 digifale bidden mgr obtain find 

foe BUOsB Docomcna at da Office at 


Wo. 00BB2D ol TWO 
IN THE HIGH COURT OF JUSTICE 


M THE MATTER OF 
IB FINANCE (UK) PLC 


M THE MATTER OF THE 
COMPANIES ACT 1885 


No8ca I* Hereby given Mon am Noeem i 
bar 1MO we. fa* undersigned Anttoqjr. 
James M cM ahan and Ct ult utfiei Timmy 
Esmond Ha y war d were appointed Job* Uf. - 
uktoum of Ufam Bank Pie. 



NOTICE B HEREBY QIVB* Bwt to* Order of 
Bn Mpi Coiet ol Jkfafce, Chancery DMeion 
dMd HWa Dece m ber 1890 con firm ing the 


Oompeny Bom US S 8400000 to nil and the 
M i n ut e ap proved by tfte co ie t fa wwfagi Mh 
reaped to the capital at toe Oonwany aa 
altered toe several perteuien required by 


the Reflto try of Companies an the I2fe 
December mo. on toe aame torn toe eapt- 
tol of toe Company was Increased by 
txooaooo divided into 3,000000 Ordinary 
Shams of Cl aach of wfairfr zaooooo OrS- 
eary SMne at Cl each were knmadtowly 


Notice la star hereby given pursuant to Rule 
4.W2A ef toe Insolvency fUee i960 that toe' 
Uquktaur* Intend b make a -detrtouUon la 
cmdltor*. CmdHore are required to outwit* 
to* datata ol their al aba a end their name*- 
and a itore eaea to toe UquMaton fa KPMQ 
Feat Marwick McUntoeh. SO Ferrtapdoot 
Sbaai London ECU 4PP, England betas 
toe aWve n to day d February 109! which la 
too toot day lor p roving ch ine . 


A creditor tog law nor wbratoed tile ctaha 
by the daw leooaonad eta ml bo fade to 
fafaorb Vw dbBrtbfaton but H be prove* Ms 
data oner too' dale menti o n ed be wil ba 
"faded to be paid out at eqy money awto- 


TDRKBH ELbClKKJIlY AUTHORITY Genexal Management HCARI 
ISLER DAIRESJ BASKANTJGI, HHALATMUDURLUGU 


foam Bahred 27 Kacl 
Baboe&evier- San Dank 

Atrium- TURKEY 


Fbane; (90) (4) 2126915/3254 

T*tec«245tcktr 

Bck 90-4-2138870 



Nolo: Urn coaqwny lo *bto to patf eS taown 
cradNom In hfa. Anyone who oonefaare Mm- 


u 


Uquktotow immadlaiaiy. 


JDBir tftamMIDM AFVpSUfU 


4. A c nmp ie te aqtcfKilJhg Dnrmiw'u UiBsybepowhaiadbyaay Bmatat Bd l 
efigBria Bidder on die mbmitkn of a wnOco ^pUoOkm to the 


TURKISH ELECTRKTIY AD1HORIIY 

Garni MtoiganM i 
TSmdlderDtaica 

n«,hnK|i 

foSad Bohrad No 27 Km 1 
BebccEevkr - Sen Dank 
Anfc*f* - TURKEY 

end npaa peymeoc of a pop-te fa pdabto fir e of 100 PS DoUag < 
280^00 TL fa. foe following aMtoui 


Nodes t> ber e b y d*ei that a waednB or 
amaun fa toe above matter la to ba held at 
the B w artah Tfa eoa nwn unlcaaooe Wdeo Kon- 
tarenainp CenCre, Kunpegeten 30. S tooMrofai 
fa IIjOO am (toofa tkns) on 8 January W1 
with a atoeMtay meaHng being held faraul. 
tene ouol y fa die Video Cum e r e n fanfl tofae nt 
*W Inter ConBneraal Hotel. Hyde Park Con- 
oar, London W1 fa IOjOO am Pocfa Urea) to 
ooneMar my proposals under S23(1) ol the 
I nso lvency Ad IBM to oonetoar eetsbaehlng 
s committee of credhore. to order lor oradt- 


TAKE NOTICE toot on Tuesday THh Decem- 
ber. 1990 toe Board ol Hah Ufa Aanttnca 


pfa.. reaohred tost die Slot day at December.; 
1980 should be toe ENeadve Dele tor die 


•nee plo to hlsh Ufa Assurance ( NowoO); 
Llmtod wider no Scheme approved by too 
Hfat Court ol mwnd co toe ah November. ' 


toe m ee tin g must be lodged, together with 
demos erf theta c laim s at ny chaln House, eg 
w k opote Sbeat London Win 7AF not tolar 
toan T2 noon on 4 January Don. 


Med fate i8to dev fa December, -MS - 
MALLUM FRY 

gegdeore tor Irish Ute Aaeutence pto. 


TURKKB ELECnUOTY AUTHORITY 


I -Wilton PH 

Dublin 2 


M a h a o obo Deireei Bartfai i ngi 
foad Bolvari No: 27 K*t 4 
Babcafievfcr - Sea Dank 
Ankara - TURKEY 


M C VWTHALL 
JOINT ADMWKnRATOR 


Utooe Bide nrfwninr tl by th e Btdde t d wtto tfidnea pun-hm. die Bidding 
Do ffl maanh*a be rejected 


5. A DBid «inimbeacaomp*iiiBdbyKBidapaBriiyafnotlB«*tbep3%(tfaitto 

pat»0 of the bid pace end mat be detnaed tp tbc faBowhig sidiess: 


NOTICE TO H0LDER8 OF 
EUROPEAN DBPOSITARy 
RECBPTS 
(EDR*S)M 

PIONEER ELECTRONIC 
CORPORATION 


TORKISH ELECTRKTIY AUTHORITY 
Geaeni Management 
TkanlakrDairc 

tt.*«eli|i‘ 

foM BuivariNo; Zf K» \ 

Behssfi ev ter - Sen Dmak 
Ankara. -TURKEY 


We era pleased to announce that 


co pies cl toe 48» S emi annuel Bust- 
neas Report far toe eU month period 
ended tato September. 1890 cl Pi oneer 


Pear o ntc C o rpor i d iu n are now aveU- 
onto to BZi ttodew. upon anlleatom 
to The Bonk at Tokyo, Ud_ S»4 Moun- 
aato. London EC2R 60H. and tha 
Aoent, The Bank of Tokyo (Lnsm- 


oa or before 12.00 hoar* <n 145.1991 and foe fo will be opened at 
1400 boon on the me dale at de befow meotiooed sdriRM. 


bmirfa B-A_ r te e lde n c e SL Esprit 1-3, 
rue £ «. Eeprft, 1475 LuwmbOHiB, 


RESIDENTIAL 


Bar* fa Tokyo InM maths ta! Limited 
(London Depositary) 



BfowiHbeil iintod fafotOBlq uM l i t y lfaltolelaiBlgihrmy tamr 
manberaf smti than ywified . 


T9to Dooemosr 1990 


6. Bide wiQ be opcacd ia tbcpicacoce of BkSdea’itpresenniive* who choose 
lo uaata n the foflowing addreut 


TURKISH ELECTRICITY AUTHORITY 

fimm l U ny u m 
Dale vn Satm Aim* 


PIIBUC SPEAKING Overcome the tear and 
nervousness fa pubHc speaking Mime 
Ug«h»P SkHto TntlXTTe^ 


boon Bolvari No; 27 
ABlockZcmm Kat 
BahcefietdEr - Sen Dank 
Ankn*- TURKEY 


SAINT PAUL DE VENCE 
South of Franc* 

On ahlfl ovarktaWng Vw metflew* 
vfilaoa wkh a breatfwaWno vtaw o*e* 
bay Iram Cap tfArfoiBB fo Me*, 
isinn from abport and Wghwfar- 
BEAUTIFUL MANSION 
»«i pod + todse floattqr, piaparV ^ 
ffsoomz. 

Dtach & Geneva • SuriBMland 
22 735 9740 -Far 22 7369021 " 
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TIMES WEDNESDAY DECEMBER 19 1990 


RECRUITMENT 

JOBS: Clues sought to mystery of Englishmen who found themselves in unexpected careers 

PJlISIl Case of A* 45 backsliding Barbary pirates sillSil 


D > any readers know of a 
Pkpe inEngiand, abwit 250 
miles from London and 
Ptnb&My r»ar the sea, whidi was 
once called M3brue or 
very storflai? S so, they cotridhelp 
to shed Bght on one of the 
intriguing cares pozztes the Jobs 
column has ever rrmnt> ^r g g^ 

I learned of the mystery, 
wnfch ccpce rns h ow two Jang dead 
Rrign s hm eh came to talw up work 
they c ould hardly have foreseen, 
Iran historian Professor Bartdome 
B e a to a m a r of Toulouse University. 
Around the seventeenth century, 
he - flay s, pe ople ftxan Christian 
nations going by ship through the 
Mediterranean took the risk of 
being captured by B a rbary 
When that occurred, they had two 
options. 

One was to eke out their lives as 

slaves, fee mm usudOy nHoh-Uri to 

tbe'oarcof galleys. The other was 
to bec ome Muslims in vriikh case, 
giweu. talent and hard work, they 
could reach high positions in 
the remarkably open Middle East 
society ^-of the time. Several such 
converts became viziers, generals, 
admirals and the H he 

The trouble was that, if they 
happened to be re-captured by 
Christian forces, they were doomed 
as heretic renegades wntom they 
could persuade the In qutmtyin that 


their cc aav erslon had been forcible 
and they had stared true to their 
first faith. 

Professor Bennassar and his 
wife have studied records which 
the Inquisition kept of the 
interrogation of 1,550 suspect 
renegades. Among them were 
two Englishmen who had turned 
Muslim and thrown in their lot 
with the Barbary pirates that 
captured them, only to fall into 
Christian hands when a later w»fe? 
misfired. They were .fr*n Martin 
and James Larman (or Lonnood or 
Sarman), both sailors originally 
from “Mabrne™. 

Since the records state it 
was 200-300 miles from London, 
the professor conjectured it might 
be present-day Middlesbaroagh. 
But the Teesekle town was bust 
virtually from scratch in the 1830s 
cm the site of a hamlet of 40 people, 
and the local Dorman Museum 
says thereto no evidence that the 
place was ever called MUbrua 

Can any of you suggest more 
likely can d i d a t es, please? If so, 
m report on them in the new 
year as well as fo r wa r din g them to 
Toulouse. 


Carousal costs 

TTEREUNDER - for the second 
XT Ch ris t mas in succession - 
appears the Jobs column’s guide to 
the cost of seasonal carousing in 
various internati onal CM T T *n? S . The 


figures have been generously 
provided by the Reward pay-and- 


same an. Due reckoning must also 
be made of the expense cf trying to 


in Staffordshire. 


consultancy, of Stone shrug it ctt Hence the layout cf the 


table, in -winch overseas currencies 


As some readers at least may hare been turned into sterling at 
need no rereading, the price of a the exchange rates prevailing in 


thick head is not limited to taking late September. 


THE 

PRICE 

OF OVBHNDUI 

LGENC 

ifi AROUND THE WORLD 1 


1 litre 

1 iitro 

Average 

36 Alka 

100 

200g 

Average 

Average 

cay 

Scotch 

Vodka 

on-cost 

Saitzer 

Aspirin 

Cofiae 

off-cost 

lufl ooat 


£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

HNNnfcl 

35.03 

36.06 

3SJB6 

053 

358 

450 

421 

3957 

Stockholm 

2S.42 

2348 

2645 

2.13 

3.78 

4.72 

324 

2959 

CopWlUBto 

25.13 

18.89 

22J01 


654 

072 

4.18 

26.19 

fikHIW'inra 

15A2 

19.09 

1725 

340 

4^4 

2.73 

346 

2072 

Cairo 

21.23 

14,33 

17.78 

— 

023 

457 

2.15 

1953 

Tokyo 

1456 

1092 

12.74 

— 

844 

aoa 

524 

1858 

Sytkioy 

13.06 

11.40 . 

1228 

3.03 

326 

250 

3.13 

1541 

London 

i2_aa 

11 .TO 

1228 

OOl 

228 

2.67 

225 

155* 

Vienna 

13.67 

6.85 

1028 

558 

456 

4.14 

4.75 

1SJB 

Frankfurt 

10^0 

6.73 

826 

5.83 

657 

&15 

S28 

1454 

BnaMk 

12.50 

906 

1124 

257 

285 

036 

353 

1427 

Moscow 

11.48 

8l83 

10.16 


258 

550 

320 

1346 

Ametordam 

12J3T 

8.34 

1021 

357 

158 

257 

2.77 

1358 

Paris 

1048 

8.62 

025 

3-31 

3.08 

024 

321 

12.79 

Lisbon 

flBF? 

7.17 

821 

355 

451 

4.01 

4.19 

12.20 

Hong Kong 

1028 

8.60 

9.44 

259 

3.14 

153 

229 

1253 

Madrid 

8-84 

039 

7.12 

341 

532 

086 

356 

1058 

AlHane 

043 

SJBQ 

7.16 

— 

1,71 

256 

229 

945 


The first three columns of 
figures give the approximate “on- 
cost’*: the local prices of a litre each 
of whisky and of vodka, followed 
by the average across both. The 
next four columns do likewise for 
the “oJT-cost”: three dozen Alka 
Seltzers (Reward apparently could 
not find any to buy in Cairo, Tokyo 
or Athens), loo aspirin tablets, and 
200 grams of coffee, again averaged 
out The an and off components are 
then added to give the total cost. 

As may be seen, Helsinki is the 
most punitive city, almost £10 a 
thrash dearer than second-placed 
Stockholm and over four times 
more expensive than Athens, 
the boozer's best buy. The best 
balanced is Frankfurt where the 
cost of recovering is 70 per cent of 
the price of needing to. 

Bu siness getter 

r I 'HENCE to headhunter Vivian 
X Lawrence of the Arlington 
Consultancy who seeks a manager 
with success in market-expansion 
for the London-based branch of 
an eight-year-old American 
computer services company with a 


turnover of £50m worldwide. Since 
he may not name his client, he 
promises to honour applicants* 
requests not to be identified to 
the employer at this stage cf the 
proceedings. 

The prime task is to increase 
finance-sector demand for the 
company’s software expertise, with 
particular emphasis on building 
societies and insurance concerns. 

napriidntoq must haw extensive 
experience of the information, 
technology business, preferably in 
consultancy work, coupled with 
demonstrable ability to lead a team. 
No less important are polished 
sales skills, honed by negotiating 
at top corporate levels. 

The appointment is at divisional 
board level, and salary plus results- 
related bonus is expected to be 
about £75,000. “Big company” 
perks, which l presume include a 
company car. 

Mr Lawrence would rather have 
written inquiries. His address is 
Canterbury House, 2-6 Sydenham 
Road, Croydon CR0 9XE; fax 081-681 
2732. But potential candidates 
really in haste can telephone him 
on 061-681 8185. 

That said. I wish you all the 
blessings of the season and hope 
well meet again on January 9. 

Michael Dixon 



BANKIHQ FINANCE ft GENERAL 

VENTURE FUND 
MANAGEMENT 
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' EXCELLENCE IN THEMANAGEMENT O? PRIVATE WEALTH 

PRIVATE CLIENT MANAGERS, 
; TEAMS OR ORGANISATIONS 

Over the last five years CS Investment 
Management Led has grown rapidly to become a major 
provider of investment management services for 
subs tantial private glfenry , family ousts charities. 
Our hallmark is the provision of a genuinely personal 
service at senior level in the firm for all clients. 

We enjoy a harmonious relationship with our 
majority shareholder, a major bank group which does 
not intervene in the day-to-day r unning of die 
company and is fully committed to funding the 
-development of the.business in the hands of 
■ existing management. 

Our management team were Board members 
■of large financial institutions who joined together to 
avoid die conflicts of interest that can arise in these - 
.groupings and provide sophisticated investment 
management services tailored to the needs of private 
clients and charities La the 1990‘s. _ . __ 

- — We would welcome hearing from individuals,- - 
teams or organisations who would Uke to explore the 
possibility oF joining us to develop their dienr base in 
an environment which combines die best traditions of 
the old City with strong IT systems support and a 
forward looking approach. 

Please write to Sun Stevenson. Nigel Wilson or 
Robert Brown or telephone 071-430 0578. or evenings 
on 0296 681279. .. 

CS. INVESTMENT MANAGEMENT LTD 


* 129HQH HpLBORN. LONDON WC1V OTY 
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LONDON OFFICE 

Moody's Financial Information Services 
provides sophisticated financial Information, 
to the securities, financial and corporate 
business sectors. Our London office seeks a 
skilled sales professional with extensive 
financial knowledge to develop new 
business and support a diverse existing 
customer base. 

The selected candidate will be responsible 
for maintaining customer account 
information, achieving quota objectives, 
developing strategic marketing plans and 
assisting vdth product development. 

We offer a highly competitive base salary, 
generous commission/bonus plan, com- 
prehensive benefits and complete training 
at our New York City headquarters. For 
consideration, please send resume to: Jan 
Konstanty, Moody's Investors Service Ltd., 6 
Floor Front, SI Eastcheap, London, EC3M 
1LB ENGLAND. 

MOODY'S INVESTORS 
SERVICE LTD.- : - 

Equal Oppo rtun ity Employer M/F/H/V 



CJA 


OPTION TRADERS 

Experience preferred. 

Strong analytical background required. 

Write Box A326, Financial Times, 

One Southwark Bridge, London SE1 9HL 


RECRUITMENT CONSULTANTS GROUP 

3 London Wall Buildings, London Wall, London EC2M SPJ 
Tel: 07 1-SSQ 3333 or 071-5BB 357B 
Telex Nn. 987374 Fox No. D7 1-256 B501 


Opportunity for Trader with highly doveioped computer software writing sfcHte to carve out a fascinating niche market 

B n technical trader 

. EQUITY WARRANTS 


CENTRAL LONDON 


SALARY NEGOTIABLE + CAR 


MERCHANT BANKING ARM OF MAJOR FINANCIAL INSTITUTION 

We Invite applications from mathematicians who are Seely to be graduates who wB have had experience of bcfflcflng and using computer 
models, for reseamh.in the equity derivgttves field. You Should be fotty conversant with alt aspects Oh- computer programming; 

■ information technology; derivative products pricing end hedging theory; trading strategies and market behaviour. As the selected 
-appfloant. you vrill> build models to spot opportunities for derivative products; d ev elop and Implement strategies tortrading in worldwide 
derivative markets with an initial emphasis on -the Japanese Equity Warrant market; run a hedged portfolio, limiting market risk to the 
greatest dagree-poas&ie, targetting profits through anomalies identified in the market place; prepare risk management and Tymltafen 
. pdMdee designed to quantify capital at risk; write the software to support this fracing activity and provide links with information feeds to 
foe bank ensuring instantaneous pricing and revaluation capability. Essential qualities we a self-motivated, profit responsible and 
ooQvvare led approach to work, together with an Instinctive tracing altitude, initial salary negotiable plus car, mortgage subsidy, non- 
contributory pension, fife assurance, free (amtfy medical scheme. Applications in strict confidence under reference TTW/23775/FT wiQ 
: bp foriyanied g> our efient if there are any companies to whom you do not wish your app l ication to be sent these should be feted In a 
covering letter and the envekxre marked for the attention of the Security Manager CJRA. 


EWPBBXJOHIISTOfl M8QCMTE8 HHGEHaff KdUimiBiT COMSUUMT*) UHITED. 3 1MB0N WALL NflUMKS. LONDON MAIL LOHDON EOM 6PJ. 
. TELEPHONE QTt -588 S58fl W 071-5M 357S- THJ3L M7374. FAJfc 


| An exciting new fund 
based in the East 
Midlands seeks an 
experienced 
investment analyst, 
able fund raiser to be 
its full time manager 
working with a small 
investment board. 

Competitive 
performance related 
remuneration will be 
negotiated. 

Send full 

confidential C.V. to: 

JOBTELLtd, 10 
Chimes Meadow, ~ 
Southwell, Notts, 
NG25 0GB 
Tel: (0636) 815265/ 
(0860) 465349 


Appointments 

Advertising 

appears every 
Wednesday & 
Thursday 
& Friday 
(international 
edition only). 

For further 
information 
please call 

Jennifer Hudson 
071 873 3607 

Richard Jones 

071873 3460 

Denise Morrice 
071 873 3199 


BUTLER HARLOW UEDA 



MULTI-LINGUAL AND MULTI-CURRENCY? 


Butfer Wow Ueda- ona^ aftha workfs toairiftflione^^ 
ft the Foreign Exchange Maris*. 

Cortrazy to the general mood of the Umdon Wariest, we are actively reeniSRg spectafist 
nKilti-Ingua) indwcluate {male or tomato) with a demonstrable back record of success in 
.Cross Currency Spot FX broking. 


or in Jspanese and one European language. Successful candidates wifi have established 
relationships wtf> cfert banks in Europe as wellas inlondon. 

The safety mi benefits pactege is negotiable and vrffl refect the high expeciafion teveis 

underiyingtfwpnxxjse^ 

Applicants who meet #» stringent standards should apply to Greg FBptey at Robert Half, 
Walter House, Bedford Street, 41 8 The Strand, London WC2R OPT. Repfies wffl than be 
fomanded to Butter Harlow Ueda. 


FIXED INCOME 

Salesman with established 
UK/European client base to head 
innovative new fixed income 
department for Global 
Securities firm. 

Please write to Box A325, Financial Times, 
One Southwark Bridge, London SE1 9HL 



CREDIT ANALYST 


With fluent German and 3 years 
exp. to wk, 

for Bank in Stuttgait/Gennany. 
£30-35,000 + benefits. 

For farther information please contact: 
Bea, Ecco Multilingual 
071 287 9617 


EQ II I T Y SALESMEN 

; Your situation may have changed... 
Your ability hasn’t 

X - - " - 

- r . :,We are representing an established and expanding securities 
Y". house who wish to meet experienced and profitable equity 
/ safes professionals. 

^ Experience of UK or European equity sales to institutional 
/disnjs is essential. Your track record to date will illustrate the 
>*/ateHty;to perform well in adverse market conditions. 


• "iVcu-v-' -* For a confidential discussion please contact Lydia Wann 
Vi ; on 071-867 8899 (fax 071-867 8095), or write to 

^>■' 2 -: c. T-t Rathbone UK Ltd., South Quay Plaza II, 

A- vvF 183 Marsh Wall, London E14 9FU. 

JZi »&•*:*/«• X 

ElISR AT H B O N E 

FINANCIAL • SEARCH . SELECTION 


* • '.ii r 


TOP OPPORTUNITIES 

is going on holiday until Wednesday 9th January 1991 

o 0 , 








MiJiT 


A Happy Christmas to all oar advertisers 
and readers - ve look forward to seeing 
yon again next year 


F1NANC1ALT1MES 

Su«on » HuMN< r, i ws,.pi n 


Trading Places 
International Ltd. 

13 Craven Street, London, WC2N 5PB. 


ASSISTANT TRADER 

GLOBAL EQUITIES 

The client company specialises in the nraagemem of global equity portfolios and is a. small but 
important snbskfiaiy of a premier, molti-naliopal financial services group. 

The c andid at e will be icsponsible primarily for order execution m UK and European ucurifies 
and most have experience of the trading practices in European markets. The candidate will be 
expected go extend his/her knowledge id cover all global mazfcem. 

Good administration and co mmuni ca t ion skills essential in order to folly miagrue within tills 
snail dose^mit team. 

The pos iti o n would ideaDy writ a young, cadmriaafic and energetic individual. 

Tel: 071-839 SOI 7 
Fax: 071-839 7080 


EURO BROKERS 

A UNIQUE OPPORTUNITY IN FINANCIAL FUTURES 

We are currently seeking people experienced in dealing with financial 
futures to join our expanding financial futures team. 

Candidates must be looking for a challenging career and should be well 
versed in all aspects of futures broking. 

Remuneration will be commensurate with experience. 

Please apply In writing to: 

Sarah Agar 

Euro Brokers Financial Services Ud 

Adelaide House 

London Bridge 

London 

EC4R9EQ 


-U. 










T he bfggest winners in Grin* 
ness's Slbn takeover last 
month of Spain's biggest 
brewer, Crazcampo, won 
the two investment Hnnim involved. 
Chase Manhattan, for Guinness, 
replaced some of the "h*™* it im« 
lost reoeaHy with its «freM m to 
phU oat of retail banking in Spain. 
And Goldman Sachs, for Cruz- 
campo, finally got it right in a big 
way in Spain following its part in 
foe messy failure last year of the 
attempt to merge Banco Espand de 
Credtto (Baneeto) with Banco Cen- 
tral* 

But the Crazcampo mI« is mnw» 
than just another sharp deal, ft is 
also another nafl. in tbs coffin of trig 
family businesses in Spain which, 
until the m&isaos. looked like defy- 
ing the rot that had earlier beset 
their west German counterparts. 
The surviving Osborne, Delgado 
and Lafite farnfHac in Crazcampo, 
seduced by an impossibly attractive 
offer, are packing up and leaving. 

Family businesses are the back- 
bone of Spanish industry, employ. 

' mg more than 85 per cent ofthe 
country’s workforce. While their 
products are often technically excel- 
lent, the companies themselves axe 
famously badly run — m ar k etin g fa 
non- existen t finances, where 
they exist separately from the fam- 
ily kitty, seldom reflect the actual 
state of the business. 

Once protected from foreign com- 
petition - a tong with everything 
else in Spain - during Franco's dic- 
tatorship, famibes are feeling the 
chill winds now of real co mp e tit ion, 
fin an c ial transparency, and fratri- 
cidal tensions as the monies on 
offer strain even the strongest emo- 
tional bonds. 

The departure at famine* from 
productive business has become an 
exodus since the recent wave of for- 
eign acquisitions began in 1986, the 
year Madrid joined the European 
Community. The Crazcampo pur- 
chase proves that not even the slow- 
down in the is putting off 

foreign investors. 

What counts in Spain is not the 
state of the nor foe pros- 

pect of immediate profit Foreign 
bnyers come here for market share. 
The most recent w m n pte of 
was the purchase in October of 45 
per cent of Spain’s largest producer 
of steel sections, Jose Maria Aris- 
trato. by British Steel for 8220m. 
after it became dear that the late 
Mr Aristrafn’s children did not have 
the Stomach far managing thp busi- 
ness. 

The absence of a marketing tradi- 
tion in Spain maana that mr wifpi 
companies like Guinness have 
assumed (not always correctly) that 
they can do be tter with the assets 
they buy and have been willing to 
pay for sales potential. 

"The temptation to sell in the last 
three or four years has never been 
greater,” says Anthony Pralle of 
Boston Consulting in Madrid. 
"Demand baa pumped up juices to 


Spanish family businesses 


Chill winds fan the flames 

Competition from other European Community companies and stricter regulation have opened up divisions among owners 
of private firms. Peter Brace reports on fratricidal tensions which have led to a share-out of the spoils 


1944 and then, strapped for cadi, 

arid to Beatrice Foods of ti» OS.fa 
1978. Baftve has floated 15 per cent 
of his company on the stoc k ma t- 
Vets and has «™ of Spain's 

most aggressive exp or t e rs. 

The Botin family that runs 
Spain's most aggressive artd expan- 


lidicnUww terete." 

If purchase price has been the 
main factor, tax is becoming Its con- 
stant companion. Some audits by 
foreign buyers recently have turned 
up more man 20 years of o u t rig ht 
tax evasion. 

And the finniftm are only now 
coming to terms with the real hor- 
ror nf hpl/untrinir tn thn EC — in the 
financial year ending next June, 
every Spanish company, for the 
first time ever, is going to have tn 
register property audited and public 
accounts. 

And the auditors are legally 
obliged row to report tax arrears, ft 
promises to be a painful process. 
"In most cases they have never 
been audited at all,” says a kmg-euf- 
fering RWTTkvr accountant in Madrid . 
“You always find unpaid taxes." 

As tiie Spanish revenue service 
becomes more efficient the choice 
between waiting iter a knock on the 
door or quietly selling to a rich for- 
eigner who is prepared to assume 
responsibilities - even at a juice — 
is an easy one. Efforts by the stock 
markets to attract new issues from 
family business have also largely 
foiled because of the financial trans- 
parency required. 

Bat many families tear them- 
selves apart - often in public - as 
well, which makes them easier tar- 
gets for buyers. Rapid modendsa- 
tion and the collapse of the tradi- 
tional catholic valnes that 
apparently held Ftancotefc Spain, 
together have damaged fondly ties 
across the land- 

Once Hfarrpliwfl rt and wring Spam. 

ish cfeniK have beco me flarnmahin 
and brittle in the pursuit of money. 
Where young west Germans turned 
their backs on their fathers’ busi- 
nesses. Spanish family members 
have begun to fight for pieces of toe 
paternal action. 

N ot long ago Juan Gomes 
Cuetara, founder of the 
country’s biggest biscuit 
producer, which bears his name, 
felt himself driven to go to court to 
force his squabbling children to 
return the shares they had inher- 
ited. Gamez Cuetara is 90 years old. 

Few people will recognise the 
symptoms of decay in a Spanish 
family business quicker than 
Charles Burdett, an Anglo-Spaniard 
and chairman of th* finnriwhiiig 
Hispano Suiza industrial bidding 
group in Madrid. Burdett has 
bought four family businesses in 
four years. 



Last Februa ry, h e bought Euro- 

carcfer’tags to^^^^tautiques 
and shops. The founder’s three sons 
had joined him in management, but 
he also had four daughters, each of 

Hwyti marrw l Tfrpy and tiirir twin . 
KnTi/te ( twlniWI fV mn th« business, 

began to pester him about their 
financial positions and to suggest 
that family harmony might best be 
achieved by early delivery of their 
inheritance. Burdett forf ***»» ft all 
oezore. 

“Hie father nnmwlly goes to tile 
family lawyer and says ‘What do I 
do?* The lawyer says sell, which is 
usually the h*ghmwig cf an elabo- 
rate ritual in which the seller does 
bis best not to concede that he 
wants to selL 

“The presumption is that if the 
busines s is for sale you’re going to 
knock hell out of the price." says 
Burdett. "The lawyer comes to see 
you, and you talk about collabora- 
tion or something. Maybe you go to 
the factory on some pretext or 
other. Anything but as a buyer. The 
owner does everything but dor is 
euro (show Us face).". 


Eventually, he says, “there might 
be a meeting in a bar* with the 
owner, "and a hastily constructed 
ImImhm Sheet that has nothing to 
do with the *«!«««» sheet you 
finally get when you buy the com- 
pany. You negotiate, sadly, an the 
basis that he is going to be asking 
for double what the company is 
worth. Ten years ago be would have 
asked for 20 times. People have 
become more realistic.” 

“They are great salesmen and 
they can be very persuasive,” says 
B u rdett of the Spanish. Guinness, 
which bo ught C r uzcam po an the 
confident promise from its owners 
Hwi per «»p»fa beer consumption in 
Spain will double to German levels, 
vrin appreciate how the smooth talk 


The Cnzscaxnpo price was excep- 
tional, but family disunity, greed, 
incomp et ence fear of tax- 
man win probably ppwtimm to stim- 
ulate mergers and acquisitions 
activity in Spain for some time to 
come. There is no and of targets and 
UO ad Of hi—hww t fcMifcw *wd 

individual oper at ors in the field. If 
anything, the problem is finding 


by the brothers at the very last ■ 
moment afro- a 8300m offer from 
Bqklaer . i^w^^GCTma^ v g* a 

the puDing power at pdfahe family, 
infighting, at least in Spain. 

. In Germany, the internecine fam- 
ily squabble* at Dander, the family 
aeroapace - group. and Knorr 
Bremse, the locomotive braking 
systems: groqvled to' both bring 

mapped up cheaply by rivals. . 

At Bexudsar prices,' it is Httle 
wo nd er famfltee are rushJng to aefl 
out Although the top rate of capital 
gains tax fa Spain fa still Gfrper cent 
(and payable as part of income tax), 
family shareholders have usually 
been able to get off Hghtly. 

Until the end of last year, seDera 
could issue rights fa favour of the 
b u yer «ns never pay gain* 

until the original shares were sold. 
The smart seller would frame the 
nri phwk , «nd hang fam OH their 
walk. The Revilla empire 

anil flw ATitiHnHpn^ hnllr ijwwiiralu 

group were both arid this way, for 
888m and 8500m, respectively, to 
Unilever and to the 

gre a t good Swi«n» cf th-fo* owners, 
but the loophole has now been 


willing buyers as recession grips 
Britain and the US. 

Camp was a good example. By 
1989 it was Spain's largest indepen- 
dent manufacturer of detergents, 
with up to 25 per cent of the Span- 
ish marferf (hwnto hBOW mntflim. 

tianal competition, ft was owned by 
three fahium Hm Eha y w and foe chil- 
dren of a fourth who had died in an 
accident. 

flimn WTO fa S tn/iwliil tm nlilo in 

the mid-1980s and the brothers 
hired a chemical — *ghi**»r ; Mannri 
bum to run the co mp a n y: Loque 
turned out to be more than a dan- 

fat, Hwg h, and laimrfip H Rjmlri St 

most succeggful-ever TV campaign, 
fa * lu r i ng htiMBH j to dr a g tiie com- 
pany from loss to profit in two 
ye a r s . But Luque’s fam* irr ifa faH 
two of the brothers, who tried to 
remove him. The third,, senior, 

ftnm hMflwr Ihnallw lofafid tfww 
The children of tiie dead brother 
backed Luque and the fight for 
power in the company attracted 
multinational b u yer s like moths to 
a candle. 

Procter & Gamble actually paid a 
deposit for Camp but was dropped 


Nowadays, analys t s say , sellers ' 
can stave off cajatal gains tax by 
quickly making long-term invest- 
ments in , the . property, -tnarket,'- 
which, most rich. Spaniards do by 

****** 

with the Netherlands, far instance, 
means that shares owned in tiie 
Dutch Antilles would attract , less 

than 5 per ftmt rapt**! gatw* tar jf 

arid. 

Not all the b uy ers are foreign. 
When tensions fa. the family, run- 
ning the big. Elosua ofls and foods 
group became too much for the 
wniMwt .rf them to hear late laat 
year, he persuaded a state-owned 
mmrwHtiny , Mexcasa, tiie family 
bank. Banco Pastor, to buy up Elo- 
sua shares until he and they con- 
trolled a majority. Now back nm- 
ntng the company his two uncles 
had tried to fake a way, young Mar- 
cefino Elosua, grandson of the 
founder, has removed the two from 
managem e n t But Elosua no kmgar 
- belongs to foe Efosuas. 

Family businesses can also , sur- 
vive traumas, however. At Campaf- 
. rto young Pedro Balhre, 35, has 
retaken control of the processed 
ma*ti gro u p hfa father started .tn 


meanwhile managed to hold 
is fagfag its fourth 
successive generation into manage- 
ment. Treasured(ordesired) clients 
sometimes get to play golf with 
Sere Ballesteros, who is married to 
foe boss’s dauahter. 

VThe MarfofaSy recently took 
control of the prestigious and 
revived Banco Utqufio tp add ir to 
their cash-rich arid anergetice mpire 
of fiimtiefal ' mid industrial holdings. 

Boric Bernat, the ambitious 
founder of Chnpa Chops, : the 
world’s largest producer of lolli- 
pops, has taken his sons into man- 
agement and Is diversifying into 
ftamriri services. 

. Bernat lep ig aents a particularly 
Catalan weakness for family-run 
businesses, especially in the foods 
and drinks, sectors. VDafraoca de 
Fesedes, a small town near Barce- 
lona, boasts more .than 200. family- 
owned producers of Cava, Spains 
champagne. 

T here Is -tenacity,', too. : The 
three Fierro brothers run- 
ning a big Industrie];: and 
banking group. Fosforera, founded 
by their father in 1882, ran out of 
money fa the mid-1960s and bad to 
ipH off t he i r main hniiti^ (includ- 
ing Banco de Ffaanzas, which was 
bought by C h nBa WfawhaHy n a* a 
retail base in Spain but which Is up 
for sale again). 

Two cf the brothers pooled their 
resources and the remains of .the 
empire are now bring run by the 
rider brother's son, Alfonso. Hie hps 
since bought a small bankrthfe 8m- 
dibank in Barcelona and has been 
rf iniwHu nritWng Httle CCmDSnieS to 
tJMjFasforera portfolio again, ft is 
an imuartant come-back. 

But the Botins, Fierros and Ber- 
nals are exceptions at the . top of 
' Spain’s business ladder. In Banesto, 
most of tiie co nni v i ng old banking 
dans have been tossed out by its 
new chairman, Mario Conde; the 
only notable sur v iv ors are the Her- 
rera family that managaw and nnma 
part of Banestos refining affiliate, 


The loss of secrecy as new 
accounting laws come into force 

Will chawg n family business fa ra w w 

fa Spain and remavethe one thread 
that runs through an the co unt ry ’ s 
family bus ines ses, and, indeed, 
Spanish culture in pnw^ l — tine 
exclusion of outsiders. It w*nan« 1 
probably, that Spain's pool of 
acquirable tenets will grow even if 
prices do not 

Survival, if that is what tiie fam- 
ily business ought to be doto&prob- 
ably depends now on being too 
small to be noticed. - - - 
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Assembly of the Airbus in 
Hamborg-FinkenwerdenThe shell 
components are brought into the 
assembly bay by means of a radio 
controlled suspension mono- 
rail system. An overhead travelling 
erase then takes over, trans- 
ferring these freely suspended 
fuselage components to their 
assembly points. 







Airbus assembly 

system 

The Airbus has taken off all over tbe 
world and is now locked onto a flightpath 
to success - thanks to a pioneering design 
concept badeed up by equally advanced 
manufacturing and logistical techniques. 
A production system from Mannesmann 
Demag controls the fuselage assembly of 
all die different aircraft types which 
make up the Airbus family. Load lifting 
and handling systems transfer the shell 
components “on the wing” from the ware- 


housing system to the various work- 
stations. There they are joined together to 
produce die longest single element of die 
plane - the body.The electronically driven 
system monitors all materials flow and 
step-by-step assembly and coordinates 
every production stage, executing each 
move quickly, reliably and with absolute 
precision. 


hfannpKtnsmn hnifdx plants and mart tm pr j l 

makes parts and components for the automotive 
industry, manufactures hydraulic, pneumatic and 
electrical drives and controls, develops and 
supplies measurement, automation and informa- 
tion technology, produces steel tube and pipe, 
provides sendees and trades on a worldwide scale. 
Income from sales earned by its 122,000 employees 
lies in the region of DM22J billion. 


Mannesmann AG 

D-4000 Dussaldorf 1 


mannesmann fedmofagy 
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ARTS 



•Mag flai i tena Ebede as Stella and Ingrid Anriree, Matone Sommer 


Stella 


9 CHAUSPIBLHAUS, COLOQNS 


For every 40 productions of 
Faust in the German theatre, 
there is perhaps one at Stella, 
Goethe's unfashionable story 
of a manage d trots. Now Gtm- 
: ter Kramer has found a new 
' way into this “problem.” play. 
Kramer takes Goethe’s chaa- 
. vinist dream as just **«* — an 
impossible fantasy - and 
recasts domestic intrigue as 
Mblxy. tala. . Enchanted .garden, 
mythic characters, baffling 
■ emotion spun out into day- 
dreams. Below the surface, 
psychodrama <fr*«ny wimwImmi 
. theatrical conceit: Kramer’s 
comment an Goethe's dream.' 
lt*& a challenging revision, 

- bringing a classic unpredicta- 
Ny to life. 

As we have came to expect 
from. Kramer, there's much to 
please the eye. The set is a 
playground - seesaw, giant 
swing hanging from the effing 
down to the pit. The stage is 
covered with leaves, there is a 

sprinTcti ng nf gar d en 

a sunshade. T.fgtrfing turns the 

leaves day-green or rusty; lan- 

terns glow orange to suggest 
date-summer evening: 

.■ Kramer's thame is that fan- 
tasy is lonely. Paradise means 
" diff erent things to different 
people. It's die lost Eden of . 
Stella and Madame Sommer, 

‘ both In mourning fbr the man 


who loved and left th e m ; the 
imagined heaven of Fernando, 
who dreams of getting th«m 
both bade wonderland tar the 
child Lucdk At the core of Kra- 
mer’s interpretation are two 
extra children: the servants 
Annchen and Karl are trans- 
formed into mad kids who 
speak the truth through 
demented retellings of fairy 


Each begins with a fabled 

role. Marifltwft S umme r {Ingrid 

Andree), ffagOe In black lace, 
bird-like face twitching 
beneath veil, sw ays in mute 
misery on the swing, the spec- 
tre in the garden. StaSa (Mag- 
dalena Ebede). in white tennis 
dress and plimsolls, waist- 
length tresses, is the princess 
pining . Lucie (Karina Fallen- 
stem) is story-book innocence; 
Fernando (Susaime Barth) 
weak-willed evasion. All act, 
dance, mime more than they 

speak; balance on seesaws, 

carry m* another piggy-back, 

play hida^md-Kpelr and rfug-a- 

ring o’roses. Cartoon anima- 

tion comes to mind: bright, 
atink, unreal. 

• Character emerges out of 
playfalness. Stella’s rh«t*»»Hngr 
elegy is pierced by pain when 
she learns that Fernando is 
married; sick hysteria gives 
way to worn out incomprehen- 
sion. In a startling perfor- 


mance, Ingrid Andrew’s 

WwtowM Sftrnm w dump* ftnrn 

victim to organ i ser; even her 
face seems to gain strength 
from resignation. I was i°*a 
happy about the pantomime 

ra cti np of & farntte Femaudo 

- easy to make the macho 
fnrag n crumble, harder to sug- 
gest sexnal tension in the first 
place. 

ni g h comedy is ft* counter- 
point to sturm und drartg 
excess. When Stella is revi v ed 
with a moistened doth, 
Annchen is pelted with wet 
rags, slapstick punishment for 
tefUnp the truth. As the i fr t, 
crazy, well-meaning fully- 
grown child, Maria Happel 
nearly steals the show. Kramer 
gives her the key fines: the tale 
of a count who went to war. 
was held to ransom and saved 
by a beautiful g*rf with whom 
ms wife tb gn agrees to share 

Win 

This production is a master- 
piece of contrasts. A screen 
projected on the stage wall 

shows a window cm the cgrtalde 

world - changing traffic 
lights, a street sign, cars morn- 

ing past, people coming to peer 
into the theatre. Here is reality 
and dream, a bdfflant trompe 
d’oefl effect 

Jackie WuDschlager 


Robin Hood 

THEATRE ROY AL, STRATFORD EAST 


“Behind yon!" and “Oh no it 
isn’t!” people were calling, only 
moments after curtain up. It 
hardly mattered that these 
cries were irrelevant, and 
that there was nothing behind 
poor bewitched Cedric the 
Tree, who was delivering the 
Prologue. We were just a 
-.“dream-. audience at Stratford 
f East . teasing the* pbdw along, 
' On^amentiug the song with 
petting apples at 
he baddies with expert marks- 
i.'mauship. The sense of «nrnrpn- 
that; makes tMs theatre so 
its-best in- panto- 
zefasan.. 

V~ Thiis Robin Shod, written 
^3tHH composed by Patrick Prior 
r.and Dave Brown, is very 
a dream pantomime. It 
at itself and it hardly 
:>*eyer flags. We knew it would 
; ?have Bobin and Marian and 
; ithe Sheriff and Sir Guy - but 
■ *we hadn’t realised that Robin 
- would be the worst archer in 
England, saved by bte mother 
and his girlfriend. 

We hadn’t expected Morgana 
le Fay, and we woe glad to 
encounter Ethelwolf the 
NOariy Beady and Egbert the 


Unwashed. We had guessed 
that Widow Hood would be 
played «n travesti but not teat 
little John. Friar Tuck and co. 
would be too. We had heard 
that Robin and the Saxons 
would be tee victims at over- 
taxation, but we hadn’t known 
that the baddies would carry a 
sack marked TU-gotten gains”. 
- Nothing had prepared us far 
the Sheriff's happily horrid 
henchman Lickspittle - the 
excellent Philip Peflew. This 
gleefully gruesome thug gets 
so excited by the idea of bash- 
ing up -the Saxons that he 
thwacks hhwgeif with his own 
baU-andcham. When finally he 
has Robin stretched on the 
rank, he is in his el e m e n t ; and 
he addresses bis a udienc e Hire 
a conjuror; “Please observe 
that during this act my fingers 
will not leave my hands. Bis 
fingers, however, are another 
matter.” 

“Into the Woods!” sings 
Bobin after he has been out- 
lawed. “Be sure to wear a 
woolly vest” says Marian. He 
has a fight with Little John 
that is choreographe d to per- 
fection — and then it turns out 


that these outlawi - “Even 
our in-laws are outlaws” - are 
songanddance outlaws. I sup- 
pose I should note that n e ither 
Marian nor Morgana speak or 
sing as well as they move and 
look, and that “Get a plan!” is 
a weak secon&half opener, but 
my heart wouldn’t be in it. 
This pantomime, directed by 
JeffTeare, is a model of ensem- 
ble playing 

- The best thing ofall. though, 
tee show, never calls attention 
to it, is the scenery. Sue Mayes 
has painted several marvellous 
pastich es of mediaeval art - a 
landscape with a rabbit half- 
way out of one hole and a dog 
halfway into another, a city- 
scape of little Nottingham 
bugged by circular walls, and 
several more. Painted sets of 
this inventive wit and pdctmr- 
esQue beauty are rare any- 
where now. There are no 
famous names in this ftoWn 
Hood, bat Mayes’s contribution 
is tme at several features here 
that will stand comparison 
with the best elsewhere. 

Alastair Macaulay 


As 
Zr 


EUROPEAN 

RELOCATION 


The FT proposes to publish this 
survey on 

June 17tfa 1991* 

It will be of particular interest to the 
61,000 businessman involved in 
decision making about Office Property 
who are also regular FT readers. If 
you want to reach this important 
audience, call Clive Booth on 071 873 
4152 or fax 071 873 3078. 
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Chat, discrimination and prejudice 

W 


’atching Miriam Margolyes 
Oh Tonight With Jonathan 
Boss yon could see why 
the Americana have taken 
to her in such a big way: she is outra- 
geously outspoken. In the tiny amount 
of time allocated to her she scolded 
Boss fix - railing her one of the best 
voice-over artists in the business - 
“Not one of the best, the best" - con- 
fessed with her usual beaming gmife to 
being a great farter, claimed that she 
needed to exercise every day in order to 
remain strong enough to carry around 
all that weight (she illustrated by jug- 
gling her bust like a street trader Dog- 
ging melons) promoted her forth- 
coming one-woman Dickens show. It 
was highly entertaining. But why is 
Channel 4 screening a chat show at 
&30, three nights a week? Did they feel 
this was wfaat was really from 

the schedules? Was it considered a 
minority interest not served elsewhere? 
Musing on the famous instruction 
which is supposed to inspire the entire 
channel, “Be different”, did Michael 
Grade and Uz Forgan suddenly chorus 
*T know! Thirty minutes of early even- 
ing chatP* Or what? 

★ 

Technically tee most interesting thing 
about the Panorama Special on the 
appalling way in which the Guildford 4 
were convicted despite all the evidence 
in their defence known to the prosecu- 
tion, was that it proved you can still 
make a perfectly reasonable, indeed 
very powerful, programme about a mis- 
carriage of justice without resorting to 
the drama-documentary methods which 
are now so fashionable. 1 have nothing 
against d rBTna- dnc iiTnB Tit a ry; ftf pro- 
cess can be very effective. But it is good 
to be reminded that wnv enHnnai cur- 
rent affairs programmes can also be 
highly successful. 

★ 

“Guesting” (an interesting modern 
vert), only slightly fees peculiar than 
the worm “guest-host”) mi the Pete Mur- 
ray Phone In on London’s LBC Radio 
last week, I expressed my irritation 
over the final episode of House Of Cards 
which, I felt, had irft us In the air. 
dearly Mattie was dead and the schem- 
ing nrqharfc was on his way to the Pal- 
ace to kiss hands, but there had been a 
shot of Mattie's tape recorder with its 
red light grin wi nicfag r ««« uncle ar to 
me, I said, whether or not we were 
supposed to believe that the wicked 
Urqhart would get his come-uppanoe. 
This prompted several phone calk, the 
first from a listener who said she had 
been watching very mwrfhijy and Mat- 
tie had dropped her time recorder at the 


top of the tower before being pushed 
off, so Urqhart would find it and get 
away with everything. The second cal- 
ler said the tape recorder had definitely 
fallen with Mattie to the ground below 
and the only possible lmpncatkm of the 
close-up showing it still working was 
that Urqhart ~ thou gh he might find 
secure on his way to tee palace - was 
about to be nndone. a bit of dramatic 
irony since we knew the situation, and 
he did sot. Clearly n «b of tho«y inter, 
pretations must be wrong, but which? 

★ 

imag ing that Britain had a retiring 
prime minister who was male. Do you 
suppose for one moment that The Late 
Show would devote a programme to 
analysing hts nwmWngaii , with a whole 
lot of m«n, but not a ghigip woman, 
pronouncing upon his masculinity? 
Last week The Late Show Invited Ger- 
maine Greer. Beatrix Campbell. Marina 
Warner and others to discuss Margaret 
Thatcher’s significance as a woman. 
You would have imagined from what 
they had to say that Britain In 1990 was 
an unassailable bastion of mnip suprem- 
acy; you would never have guessed teat 
we had had a female sovereign fix the 
last 37 years as well as a female prime 
minister for tee past 1L Their attitude 
suggested that they believed Margaret 
Thatcher was a nnfano anomaly: none 
of them, it seemed, had ever heard of 
Golds Mpfr, or Mrs Uandar^naik^, par 
Barbara Castle or Bessie Braddock or 
Nancy Astor. 

★ 

Despite the frequent appearance of pro- 
grammes of teat sort we are still regu- 
larly told that there are far too few 
“women’s p ro gramm es”. The previous 
week The Late Show discussed the fete 
of Radio 4*s Woman’s Bout and there 
was the usual whingeing. Had the 
token main (Simon Jenkins, who 
appeared to be acceptable because he. 
too, smrnded like a feminist) pointed 
out that there had never been a Man's 
Hour and that there was not a single 
“men’s programme” anywhere on tele- 
vision, no doubt we would have bad the 
usual eyes-to-heaven reaction from the 
feminists followed by the familiar 
weary claim that off programmes have 
always been “men’s programmes”. This 
assertion now seems to be so widely 
accepted by television producers that 
the idea is no longer even discussed, yet 
it is absolute piffle. Neusmght does not 
habitually testicular cancer, tee 
problems of fathari io od, and teg diffi- 
culties Of finding t raditional white COt- 
tou jockstraps. It is not, in other words, 
the mala equivalent of a “woman’s pro- 
gramme”. Hie trouble with feminis ts is 



Jonathan Ross: not exactly dif- 
ferent on Chann el 4 

that they want to have it both ways. 
First they insist that the character, 
temperament, and emotions of women 
are so different that they must have 
special programmes, then when you 
suggest that these differences may 
explain why it is so difficult to find 
women who show up well on Question 
Time they become torious and insist 
that in character, temperament, and 
emotions women axe no different from 
men. 

★ 

Satellite television is not a complete 
dead loss. In addition to Sky News 
which proves useful several times a 
month - well, at least a couple of times 
on average - there is always MTV, the 
rock video network, which runs 24 
hours a day. Once in a while, in the 
middle of the night, when you are rest- 
less and don’t feel like reading a book, 
it provides just the sort of mindless 
movement which may be needed, serv- 
ing, no doubt, much the same _ 
as a mobile over a baby’s cot We 
under these circumstances recently I 
saw a video called (I think) “Take On 
Me” by a group named (I think ) Aha. It 
was one of the most impressive pieces 
of technical virtuosity I have seen in 
years. A gtti in a cafe is reading a comic 


strip in a newspaper. A hand 
from the page, as with Excalibur in 
lake, and the girl is drawn into the 
comic strip, whereupon the style of the 
video switches from realism to anima- 
tion. When the cafe owner crumples up 
the newspaper, the effects are felt 
within the life of the comic strip. Why 
do drama departments seem so incapa- 
ble of using this sort of exciting tech- 
nique in their work - sheer expense? 
Probably. 

★ 

Last Tuesday when I drew attention in 
the notes at the bottom of this page to 
BBCl’s forthcoming 100-minute drama 
Dark City which was described as “a 
political thriller inspired by current 
events to the townships of South 
Africa”, I was somewhat sceptical about 
our chances of seeing “necklacing”, or 
bodies such as Winnie Mandela’s “Foot- 
ball Club”. Wrongful arrest and vicious 
beating by policemen seemed more 
likely, I suggested. This prompted script 
writer Davkl Lan to write asking why I 
thought he was likely to be “less than 
honest” about the nature of violence in 
South Africa. The answer is that 1 had 
been affected by years of one-sided, one- 
eyed “liberal" representations of South 
Africa on British television. Our pro- 
gramme makers seemed to be just as 
racially prejudiced as the South African 
government, the only difference being 
that while the latter thought that 
Macks were evil and whites could do no 
wrong, our programme makers reversed 
the order of the colours. But David Lan 
was right to protest: it was wrong to 
project other people's shortcomings 
onto him, and of course his drama 
proved my assumptions unfounded. 
Though his film did Indeed show 
vicious police activity it also included 
necklacing to all its horror, and black 
vigilante activity (aimed at enforcing a 
boycott of white shops) which was 
remarkably nasty. There were weak- 
nesses In tee work: It would have been 
useful to know how tee black villain 
became Mr Big, fix instance, and it was 
not dear to me whose voice the vigi- 
lante beard over the van’s headphones. 
Neverthless, this was so much more 
honest (albeit bleak) than anything else 
on the subject on British television that 
one canno t forebear to cheer. 

★ 

While the sackcloth aid ashes are still 
handy: last week I said that A Tribute 
To Dads Mitchell was screened by ITV. 
In feet it was shown by Channel 4. My 
apologies. 

Christopher Donkley 


Gaslight 


GREENWICH 

Christmas, it is said, makea chfldw p of us alL 
The dngting down of forg otten mftnuiMinM is 
matched by a reaching oat far old stories - the 
older the bet te r, one sometimes feels, as one 
caste a j aun diced eye- down the arts 
Patrick Hamilton’s + Gaslight* scores on two 
fronts, by returning ns to the cosy drabness of 
the Victorian parlour - source of so much of 
today’s Chri s tm a s culture - and then tickling 
our spines with a spanking good yam. 

This “Victorian thriller,” which was in fact 
written to 1938, has a sharp gothic feel resulting 
partly from the theme of madness (Mr Man- 
ninghsm , murderer and jewel hunter, is trying 
to drive his wife into an asylum), and partly 
front Hamilton’s clever use of lights to power 
the suspense. They fade as the villain returns to 
tee h ouse, transforming narrative energy to a 
q mnafl e 

Both threads are picked up in Martin Johns’ 
set of bizarrely etiolated staircase and furzdsh- 
togs fbcussme to on- tte eponymous. anthonHi- 
Victorian gaslights. The odd idiosyncracy - 
such as a desk where the script specifies a 
cupboard - is symptomatic ai a production 
which Annie Castledtoe directs with a robust 
disregard for the nicetfes-as if cannot ouite 
decide whether to send np, or go along with, ho* 

source. materlaL ... 

Her Mrs Man iringhjqm (SaHy Edwards) is no 
Mushing flower, but a full-blooded hysteric who 
has been convinced teat her passion is somehow 
part of her madness by a husband (Robert Pick- 
avance) with the sneer of a starved wott. Their 
opening scenes are overloud and. boisterous, 
stressing the burlesque of the plot at the 
expense of its nastiness, with the result that one 
loses the frisson iff sympathy that might exist 
for a more hagridden victim. 



RSC is the main beneficiary of 
the new Enhancement Fund 


Sally Edwards and Robert Pickavance 


Likewise, the sexual taunting that Is embod- 
ied in the impertinent T ns*d. Nancy, is blunted 
by tee p e rverse casting of Charlotte Baker, a 
square-set actress whose impudence seems com- 
ically truculent rat her than deviously appealing. 

But, it is on the detective. Rough* teat tee 
duty falls cf regaling the audience with the 
story to date - and therefore with most of the 
plot - and Bernard Gallagher discharges it 
well, with more than a little help from the 
on-stage piano tfnkHng and ominous falsetto of 
musician Peter Hayward. This is a fine touch in 
an ultimately average evening. 


Claire Armitstead 
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THEATRE 


i aatha ebaoac- 



: (Gsxrick). Jean 
AnoaUh’s play directed by fen 
1 with costumes by 

Jasper Couran to a production 

that has received esca fl en t 

reviews (071 379 6107). 

Aspects of Love (Prince of 

h w la an InMr nata chamber 
operet ta derived from David Gar- 
netfs 1965 novella. Musically 
inte re sti n g and wall directed 
by Trevor Nunn. A probable, 
but unspectacular, hit ($30 SH2). 
Htmkt fLvrift ffmn mfl n mitthl 

Cheek by Jowl’s idiosyncratic 
produc tio n, directed by Dedan 
DonneHan (071 S39 2244). 

Absurd Person Stogufer (White- 
hall). Revival of early Ayckbourn 
comedy, directed by the master 
bim-sett. about three couples at 
Christmas to three kitchens over 
three yean - Moira Redmond. 
Richard Kane and Lavtoia Ber- 
tram on fine form to a produc- 
tion which «a«ftr»r ia Ayckbourn's 
eariy Weakness (071 887 Ills). 
Extended until January. 

Man of tee Moment (Globe). 

Nbnl Planer and Gareth Hsnt 

to another Alan Ayckbourn jday, 
thte riiwi ahnnt madia manipnla- 
tion (437 3067). 

Mbs Saigon (Drury Lane). $pee- 
tacutar and successful musical 
about a love story between an 
Amwrlraui fflmdfl Vie tnames e 

gfri during the fall of Saigon to 
1875 0)71 886 8100). 

Into The Woods (Phoenix) Juba 
JCckenzfe shines as the witch 
to S tephen Sondheim's compeo- 
dhnn of fairy tales. The title song 
is more memorable than a story- 
line teat descends Into recriml 


tars’ dreams turn soar (867 1004). 
Cato (New London). The formula 
cf TJS. EUot wads. Uoyd Webber 
lim^r «»^ fc Hlw itanfB has tmwto 
this Britain's kngest running 
musical (406 007% 

The Rocky Horror Sbow (Picca- 
dilly). Revival of tee 1370s clas- 
sic. directed by Eotdn Lefevre 
(071 867 1118). 

Wind la the Willows re wri tte n 
by Alan Bennett for the Christ- 
mas season. A strong comic east 
includes Richard Brian ae Batty 
and Gryff Base-Janes as Toad. 

National Theatre. (071 988 22S& 

Now York 

S*l«* ftelaiiil /r,Beni« T r w-teTy 
It will be known as the first 
murical about Aids bitting New 
York but ft goes much further 

♦Ken Hurt nhr w rl n g the affix* 

on a larger circla of people, who 
tocbMeaboybavingaBarlfite- 
vah and his parents, all three 
of than (924 8789. 

Grand Hotel (Martin BeckX 
Tommy Tune, Broadway’s pres- 
ent pwMiert doctor, directs tws 
remake of tee Garbo film to 
shake the bones of this inert 
depiction of lives crisscrossing 
in an elegant, but somewhat ran- 
dom setting (246 0W2). 

Cats (Winter Garden). Stffl a sell- 
out, Trevor Nmm’s production 
Of TA Shot’s chQdren’s poetry 
set to music is visually startling 
and choreograpMcwBy fehne (238 


t sets. Phantom rotes with 
’ Lloyd Webber’s haunt- 
tog melodies to trarwfaf 
from London (289 6200). 

Gypsy (St James). This SOth anni- 
versary production is aremtodar 
af the heyday of the American 

•mnrf/nl ntfth m miimylib tnr|o 

after memorable tone, as weQ 
as a forceful plot about the ambi- 
tious stage mother wbo encour- 


Les Mtefeahlae (Broadway). The 
magnificent spectacle of^ Victor 
Hugo’s majestic sweep of history 
and pathos brings to Broadway 
leesons to pageantry and drama 
(889 6200). 

Phantom of the Opera (Majestic). 
Stuffed with Maria BJornson‘_ 


(2460103). 

W a sW ngtoa 

tirmS Wn*ri [ MlTflnd 1, _ 
House). Tommy Tune’s five 1 

award winning musical stars 
Xahane Montevecdd. Brent Bar- 
rett and MSik Baker In the 
remake of the Garbo film that 
recreates decadent, dark and 
dramatic Bertto of the 1930s. 
Kennedy Centre (4684800). 

Chicago 

Other People’s Honey (Royal 
George). Corporate takeover art- 
ist Lory “the Liquidator” Gar- 
tinkle is played far all his mie- 
CbtevoiB worst by Peter Van 
Wagner to Jerry Stem's fanny 
and tatting view cf contemporary 
finance, directed here by tea star 
of the aff-Sroadway production. 
Kevin Conway (888 9000). 
Phantom of tee Opera, (Andtto* 
rtom). The midwostam produc- 
tion stars Karen OuDiver aw 
rounded by the familiar 
c h andelie r and other heavy duty 
props to a frill blown staging 

(902 1918). 

A C hitotina s Carol (Goodman). 
Wniiain J. Norris returns tor 
Us 32th season as Scrooge to 
the annual Goodman production 
(4438800). 


As widely anticipated the 
Royal Shakespeare Company 
has been the main beneficiary 
of the Arts Council's £22m 
Enhancement Fund, a wheeze 
whereby selected arts 
teimpaniwi can be rewarded 
with above average 
increases in their 1991-02 
grants, and for tile next two 
years. 

While most arts 
or ganisations 
yesterday that they would 
receive 7 per cent more from 
tite Council next year the RSC 
is favoured with a 30 per cent 
increase in grant, bringing 
it up to £7JJ7m- This 
represents an 9 per cent basic 
rise, plus an extra £1 -35m in 
UniiMi M n n i nt Fund money. 
Hall goes well the BSC will 
receive identical tranches of 
cash over the succeeding two 
years. 

But, in theory, there are 
strings. The BSC must prove 
to the Arts Connell that it can 
attract matching money, 
presumably from local 
authorities or commercial 
sponsors (a hard task in the 
current economic climate) 
and that It can baton*** Rf 
books and eliminate its 
da fle i* of approaching £3m. 

It is donbtftil whether, on its 
own, the money will enable 
the RSC to return to its 
London home in the Barbican 
next Aprfl. 

Much depends on its success 

hi conjuring up ma tching 

cash. It has already 
approached the City which, 
having bailed out the company 
a few years ago, may be 
reluctant to help a gain- The 
Mm of the Co uncil 
withholding money it has 
promised, or demanding it 
back because a client fails to 
deliver its side of the bargain, 
is faintly ridiculous and 
.doubtless, if the companies 
do their best, the extra cash 
will go towards reducing, if 
not ettmtoatiiig, deficits. 

In contrast the National 
Theatre is not Enhanced, 
although it does get a 10 per 


cent uplift In grant, to SSASm. 
This is in recognition of its 
success in balancing its books 
while the others of the Big 
Four are facing deficits. There 
is obviously going to be no 
easy eolation to tee problems 
at the Bbyal Opera House, 
which has a deficit 
approaching Mm. It gets Just 
£700,000 in Enhancement 
money and a total grant, 
excluding the Birmingham 
Royal Beliefs f3.Su, of 
gl fc SM Ir 

Its great, if friendly rival, 
the English National Opera 
is boosted by £600,000 from 
the Fund, to a total grant of 
£10.43m, an overall rise of 15 
per cent as against an 11 per 
cent uplift for the opera ride 
of Covent Garden's activities. 
But theENO Is suffering a 6 
per emit fell In audiences this 
year against its forecast, due 
as modi to the- general de cline 
in West End theatre going as 


to the public's difficulties with 

tfai rhnllwig ln g programme 

of 20th century opera, while 
the Royal Opera House is 
having some success in 
balancing its books this year. 

Only 45 of the 170 clients 
of the Arts Council are 
rewarded with Enhancement 
money, and most of them will 
have to prove their worth by 
balancing their books, 
improving artistic standards, 
and - most worrying of all 
- attracting matching sums, 
to continue to receive the 
three year brans. Opera North, 
with £685,000 more and 
English National Ballet with 
£400,000, are particularly 
generously treated by the 
Fund. The LSO also gets 
£400,000, foe an overal rise 
of 75 per cent to just over 
£lm, but the other three major 
London orchestras lose out. 

This year the Arts Council 
has taken its courage in its 
haudv, a nd with a higher than 
anticipated sum from the 
Government has been selective 
in its grants rather than 
treating everyone equally 
wen, or badly. For example, 
the South Bank arts centre 
gets just 5^ per cent more, 
at £l&26m, whereas the IGA, 
with no great reputation in 
recent years, is boosted by 35 
per cent (which includes 
PnliaiwmiM t cash) to 
£70L500. The Council is 
impressed by the IGA's new 
management team's plan*, 
hot reckons that the South 
Bank is well enough managed 
to get by on less. 

Some regional theatre 
companies, like Bristol Old 
Vie and Liverpool Rep, get 
no rise at all in grant while 
the Crucible SIwfBpM anH 
Northern Stage In Newcastle 
are threatened with a sizeable 
cut. Here, the Council is trying 
to force local authorities to 
boost their grants. The 
Regional Arts Associations, 
who act as paymasters for the 
smaller arts groups, in general 
wiflget just over 8 percent 
more to distribute, although 

Greater London Arts is limited 

to a 2JS per cent increase - 
partly became it has 
accumulated funds, and partly 
as window dressing In an 
attempt to ensure that the 
expenditure per head on the 
arts 1$ spread more evenly 
across the UK. 

The new Minister for the 
Arts, Mr Tim Renton, saw the 
Coun c il’s list of grants and 
bonuses but made no changes. 
Today he will announce his 
first d ec isi o ns - ova- bow 
the devolution programme 
involving nearly 80 large aria 
companies will be put into 
practice. After yesterday’s 
generally good news this will 
prove less popular among the 
30 odd companies who will 
hear teat their appeals against 
delegation have been 
overruled. 

Antony Thorncroft 
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Escape from 
the debt trap 


IT TOOK sis years from the 
onset of the debt crisis, in 1982, 
for industrialised countries to 
realise that the Third World 
debt problem would not be 
solved by creating new debt. In 
1988 governments recognised 
that they would have to forgive 
some debt owed to them by the 
poorest countries. In 1S89, the 
Brady initiative signalled Inter- 
national help for the process of 
lowering Third World debt 
owed to commercial hanfcs 

These belated steps have 
somewhat reduced the debt 
burden, as the World Bank 
underlines today in its annim] 
assessment of developing coun- 
try debt But, as it also sug- 
gests, much remains to be done 
before the debt crisis can be 
consigned to history. 

The immediate risk is that 
conflict in the Gulf would 
reverse much of the improve- 
ment in the debt positions of 
oil-importing developing coun- 
tries. Beyond that, the 
improvement is precarious; the 
benefits of debt relief can be 
negated by changes in 
exchange and interest rates, 
and the terms of trade. 

The report also indicates 
how little the poorest coun- 
tries, whose debt is mostly 
owed to official creditors, have 
benefited from the 1988 debt 
concessions, known as the 
Toronto terms. This is why Mr 
John Major should not let his 
domestic concerns preve nt him 
from pursuing the debt initia- 
tive for the poorest countries 
he announced, when chancel- 
lor of the exchequer, in Trini- 
dad. This proposal could result 
in a deep and long-standing cut 
in the still intolerable debt bur- 
dens of the poorest countries. 

Bold reforms 

Official debt is not just a 
problem for the poorest coun- 
tries. Three-quarters of 
Poland’s fast-growing debt bur- 
den is owed to governments. 
As the US and others have 
recognised, the country’s bold 
reforms conld be made 
unworkable, unless it is 
relieved of a large part of this 
burden. 

As for the commercial bank 
debt of the middle income 
countries, the Brady plan ham, 
the Bank estimates, resulted in 
savings equivalent to writing 
off one-third of the commercial 
bank debt covered by the 
agreements reached so far. 


Help has been provided for 
Mexico, Costa Rica and the 
Philippines and is on the way 
for Venezuela and Uruguay. 

Nevertheless, Costa Sica's 
economic reform programme 
appears to be slipping, and the 
Philippines may need yet more 
debt ml inf The biggest debtor, 
Brazil, remains a huge chal- 
lenge, and for others, the bene- 
fits of the Brady plan appear to 
be slow In coming. 

Profound restructuring 

By contrast, Mexico appears 
to have a chance of converting 
the modest benefits of its 
Brady deal Into a long-term 
resolution of its foreign debt 
problem. This is because it has 
combined the confidence-build- 
ing elements of its deal with an 
economic restructuring more 
profound than many close 
observers of the country 
thought possible. There are 
signs of a modest increase in 
foreign investment, a return of 
some flight capital and volun- 
tary borrowings in the bond 
market. 

In short, the debt crisis Is 
slowly, unevenly and painfully 
being resolved, as interna- 
tional policy-makers stumble 
towards a framework analo- 
gous to commercial bank- 
ruptcy for sovereign debtors. A 
framework that flmctions prop- 
erly could reduce this period of 
transition. The goal at least is 
dean it is to reach a situation 
in which domestic interna- 
tional investors view a g i v en 
debtor country as once more a 
suitable home for their funds. 
In the mean time, the growth 
in the share of Third World 
debt held by the official sector 
is an inevitable consequence of 
the present phase of the debt 
strategy. 

However important, debt for- 
giveness win not solve the eco- 
nomic problems of the Third 
World on its own. In 
macroeconomic reform is 
required in the debtor coun- 
tries themselves; property 
rights must be established to 
allow profitable and safe 
investment and, last but not 
least, a liberal international 
trading system must be in 
place. Generosity over debt 
reduction, hard-headedness 
over developing country eco- 
nomic reform and courage ove 
tfmir own trade liberalisation 
is what is required from the 
imlim l riwl countries. 


Passengers must 
come first 


AMERICAN Airlines' 
agreement to buy Trans World 
Airlines* services from the US 
to London, following the pur- 
chase of Ban American's simi- 
lar services by United Airlines, 
adds to the pressure for 
changes in two aspects of Brit- 
ish air transport policy: the 
methods of allocating capacity 
at London's congested airports, 
and the methods of regulating 
international services. 

Both America n and United 
have made their purchases 
conditional on retaining the 
rights now held by TWA and 
Fan American to operate from 
Heathrow. Indeed, the value of 
the rights to fly to the UK 
would be a great deal less if 
Heathrow could not be used. 
But the present regulations 
governing access to Heathrow 
and the services between the 
UK and the US bar the transfer 
of such rights. Only airlines 
which operated from Heathrow 
before 1977 can now use that 
airport 

The rules controlling the use 
of London airports are now 
being reviewed by the Civil 
Aviation Authority, while the 
Department of Transport is 
also studying more radical 
changes such as the auctioning 

cing^maSset ^brces** into the 
allocation of scarce capacity at 
London’s two main airports 
could solve this problem - as 
well as eliminating much of 
the value of PanAm’s and 
TWA's present routes. 

Negotiated solution 

The solution to ftfa ititenma 
is likely to came from tradi- 
tional inter-governmental bar- 
gaining during the current 
renegotiation of the bilateral 
agreement that regulates air- 
line services between the UK 
and the US. However out-dated 
the concept of agreements 
between governments to share 
out capacity ou international 
services may seem, such agree- 
ments remain the basis on 
which international services 
are controlled. 

The future of these agree- 
ments needs rethinking now 
that the scope of deregulation 
in the airline industry within 
Europe is beginning to 
approach that within the US. 
There would be something 
rather odd about restrictive 
agreements to control the ser- 
vices between Europe and the 


US, while a high degree of free- 
dom exists at side of the 
Atlantic. Mr Samuel Skinner, 
the US secretary for transpor- 
tation, has said that the inter- 
ests of the consumer should 
come first H that was the case, 
there should be no controls 
over entry to the transatlantic 
or any other airline service, 
domestic or international: for- 
eign airlines would be free to 
operate within the US and 
within Europe, and all bilateral 
agreements would be scrapped. 


Ultimate objective 

While this degree of freedom 
should be the ultimate objec- 
tive, the current negotiations 
between the UK and the US are 
likely to follow the traditional 
pattern of bargaining over the 
nature of the rights for British 
and American airlines to fly 
between the two countries. In 
these bargaining sessions, 
when access to Heathrow win 
be traded against access to 
more of the US, the negotiators 
must remember that the inter- 
ests of travellers in each coun- 
try would best be served by 
increasing the number of ser- 
vices which the other country’s 
airlines could operate. 

The British government can- 
not, however, offer what Amer- 
ican airlines most desire: 
access to more routes in 
Europe- This suggests that, so 
long as bilateral agreements 
continue, the ap prop ri ate nego- 
tiating unit in Europe is the 
European Community, not the 
individual nati on sta tes. The 
next stage of deregulation for 
the European airline Industry, 
which win come up for debate 
n«t summer, will concern the 
access of foreign airlines to 
routes within Europe, which 
will be a crucial step in promo- 
ting effective competition on 
European routes. 

Decisions on this issue may 
affect the validity of existing 
bilateral agreements; and the 
Europeans will no doubt 
demand that access to Europe 
for foreign airlines should be 
matched by access to other 
countries, especially the US, 
for European airlines. In these 
complex negotiations it is to be 
hoped that the negotiators will 
not forget that the process is 
intended to benefit travellers 
rather than the airline indus- 
try. 


I t was Wiled as the biggest, the 
most open and the most unified 
fiwmriftl wmrfcpt in thg world. 

The plan was breathtakingly 
ambitions: b uilding a ringla m arirofc fa 
financial services in Europe meant 
knocking down centuries of estab- 
lished business practices, and cutting 
across areas that member states had 
always regarded as their own. 

In the mid-1980s, fina™™! services 
were more fragmented than almost 
any other European industry. A small 
handful of tecnnitaT banking direc- 
tives, a couple of minor measures an 
ft teck Hating requirements, 

and a dozen or so yellowing draft 
directives on insurance were the rally 
sign that anybody had thought 
beyond' purely wafiomii markets. But 
now about half of the 50 European 
Community directives that will make 
up the single market have been 
passed, and the pressure is on to 
agree the rest Fa - the first time, the 
completion date of the end of 1992 
HMana possible. 

However, it is becoming dear that 
the structure of financial services 
may resemble only in passing the 
original vision. On January 1 1993 
there will be no dash into the Portu- 
guese stockmarket, neither win there 
be a flood of Danish insurance compa- 
nies establishing themselves in Pans. 

The savings from a single market in 
financial services are not going to 
come quickly, the Ecu23ba a year — 
0.7 per cent of Community GNP — 
cited in the Oor.htnt report, a Com- 
mission document, that set out the 
pi™ of the sing le market, now looks 
far-fetched. Even with all the EC mea- 
sures in force, deep cultural differ- 
ences will remain in the way business 
is done, in taxation between member 
in consumer a nd loy- 

alties. It may be possible in theory to 
sell financial products anywhere, but 
building a sales network is likely to 
be prohibitively expensive. Mean- 
while, an antiquated payments sys- 
tem rrwtma that the simplest CT08S- 

border payment can take weeks. At 
least for the consumer, a singe mar- 
ket In financial services is likely to 
remain a finti«n- 

By contrast, in the wholesale mar- 
kets, which process large transac- 
tions, there is already plenty of cross- 
border action, though this is less 
European than global. Electronic trad- 
ing; the lifting nf ca pital f- n rrtmla and 

a spate of banking and securities 
mergers have all shifted five focus of 
markets beyond national frontiers. 
The Ug financial r e Tnr i n R that nearly 
all EC countries are carrying out are 
not an attempt to steal a march on 
beat 1992 but are designed to increase 
their attractions as international 
financial centres. Tendon did not wait 
for any EC directive before its Big 
Hang in 1966, uyjthwr did Italy niwii 
the second banking direc ti ve to pass 
laws giving its iwnlm more freedom. 

This does not mean that the scores 
of EC legislators and negotiators are 
wanting their time. The new direc- 
tives will prevent countries from 
introducing rules keep h 
other out, and will also set minimum 
regulatory standards beneath which 
member states cannot fall. The effect 


Lucy Kellaway and Tim Dickson examine the 
deregulation of financial services in the 
European Community 

Painful birth of 
single market 



of tiie hype itself may also be helpful, 
perhaps p ro m p tin g countries to liber- 
alise faster than they otherwise 
inlght, and encouraging companies to 
stop thinking national. 

After five years of haggling, there is 
now a broad consensus amnwg mem- 
ber states over what the single mar- 
ket will look hk«- “We have tinkered 
with some deadlines and changed a 
few words, but we have not c om p ro- 
mised on a single matt e r of impor- 
tance. All member states now agree 
with the basic principles we are try- 
ing to establish,” says a senior Cum- 
mission official- The problem Is more 
to find an approach that is compatible 
with the starkly different ways of 
doing business m different member 
states. At first sight, British habits 
look irredeemably liberal, French, 
Belgian and southern European hab- 


its somewhat protectionist, while the 


Germans’ are a mixture of liberal and 
over-regulated. On closer inspection 
the differences are more complicated, 
with alliances ever-changing and 
rfiifHng , but with agreement possible 
on a harie m od d 

This consists of three elements: 
freedom of c apital mo vemen ts across 
the C ommunity , freedom for EC com- 
panies to set up business wherever 
they like, and freedom to provide ser- 
vices in different countries. The first 
line been in place «in™ last July, and 
the effect has been marked. The result 
haa been far greater iu*grn«tirmaTfaa- 
tifm of portfolios, which in Hapif h™ 
increased the pressure to allow com- 
panies to raise money wherever they 
Hfce, and for them to be able to do 
business anywhere. 

In yarfi sector the l<fa» Is that com- 
panies should have a "single pass- 
port”, which will allow them to do 
DushxBBs a n ywh ere hi the EC. In the 
jargon , foe system is bein g bufi t on 
ttire a pHHripipg lmtnp country con- 
trol, mutual recognition and mini- 
mum harm rail eati«m. Tn plain English, 
re gulator s will issue the passp o rt to 
their home companies and will regu- 
late their companies’ operations all 
over the Community. For the s yste m 
to work, those regulators must be 
accepted everywhere. That in turn 
imama that some minim um level of 
regulation set at EC level - covering 
e rode! matters such, as the <*n pjtai 
requirements of banks and brokers — 
must be in place ever ywh ere. 

One effec t erf thi s has been far 
greater co-operation between EC regu- 
lators. Although banking regulators 
have always cooperated, in securities 


and in insurance the idea was rela- 
tively noveL A single market may not 
entail a single regulator but ft does 
mean a greater overlay) between regu- 
lators. Co-operation Is being 
reinforced by new directives on 

inditer and mnna y lannHar . 

mg, agreed on Monday. 

Progress in building the model has 
edged along at d if fe rent speeds. The 
easier parts are through, with the 
more difficult measures left until last. 
• Bank s. The Second Ban Vi my Direc- 
tive, agreed last December, was the 
first example of afagte uiarVat prind- 

Even with all the EC 
measures in force, deep 
cultural differences will 
remain in the way 
business is done 


ides, and provides the best glimpse 
into how the new s y s t em will work. 
After 1992 it will allow banks to pro- 
vide a whole range of services from 
lending to advisory work to securities 
business. Some Brltteh bankers are 
sceptical about its effects, arguing 
tha t the freedom to establish any- 
where in the EC was there already, 
“ffir Leon Brittan talks as if be has 
just created the greatest banking mar- 
ket in tiie world. That is baloney,” 
says one senior British banker. Critics 
point out that there are too many 
banks in Europe anyway, and that the 
costs of setting up branch networks 
overseas are prohibitively high. 


In some countries the effect of EC 

huiMrig to gtalatVifl may hp enCT W. 

Tn Germany, for example, fenhi are 
not allowed to sell money market 
funds, whereas In France the market 
for such funds is thriving. The pros- 
pect of French backs seizing this mar- 
ket in Germany after 1992 will proba- 
bly mean that German law will be 
changed, with potentially 


results for hnnv profitability. 
fog to McKinsey, the management 
consultancy firm, such hberattsaikm 
could mean German banks conld see 

thnhr p uftet fell frwm te flUhn a 

year. 

The banking directive is relatively 
open to the outside world — a pattern 
to be repeated in tire other directives. 
Non-EC countries’ banks will be wel- 
come in the EC nnleaa they discrimi- 
nate against European banks at 
home. The idea has been to convince 
tiie rest of the world that the EC is 
not a fortress, and to encourage liber- 
alisation elsewhere, by wa w iph, not 
by coercion, and so for it could be 
having some effec t . Sir Leon Brittan 
EC Commissioner for financial ser- 
vices, has been touring the US mak- 
ing flag-waving speeches, and EC leg- 
islation is being used as an argument 
to the US for abolishing restrictive US 
banking practices. 

• Securities. Legislation to remove 
some of the barriers for investors, 
issuers and intermediaries is in vari- 
ous stages of discussion. FOr investors 
most of t he wor k has been done by 
removing capital controls; for issuers 
same progress has been made <m com- 
mon stock exchange listing particu- 
lars. Protection for investors is to be 


improved through a baa «n insider 
trading, limits on share djgctosure. 
owd /wwmnn rules to be e sta bl i s h ed^ 
in the conduct of takeovers. ’ * 

The chalteige Is now to create the 
famed single passport investment. 
companies and to set the mtatmum ; 
capital rules. Finance mliiMarsaro. 
still squabbling over the details, but r; 
solution may be In flfebtfor tbfttegUi-. 
wing of next year- A Wage needs to 
be built between two funasmemaBy" . 
different approaches to consunwr pro- 
tection: in Fiance,, for example, tifc, 
regulations are rigidly applied to im& 
vidual markets, whereas in tbs XlK, 
each market is allowed to operate, 
more freely, backed by a 
latory framework off authorised deal* 

^Meanwhile the UK and Germany 
are engaged te a battle overtiwteso* . : 
of capital adequacy for atockbrokteg. 
firms: Germany Is still opposed to see- 
ing much looser capital restrictions 
applied to securities firms than^to 
tanks, while the UK is concerned that 
fig ht HpfiniHnns of capital would put. 
half its investment Industry out of 
business. ... ~ 

• Insurance. Moves to liberalise 
what remains a highly fragmented . 
sector have long been frustrated by a 
lack of political will, the daunting 
technical challenge of reconciling dif- 
ferent European regulatory traditions, 
and the sensitivities surrounding the . 
issue of policyholder protection. But 
in order to weld 12 different, compart- 
mentalised markets into a si n g l e mar- 
ket Brussels is seeking nothing less 
*Tnm to abolish separate host state . 
authorisations end introduce the prin- 
ciple of home country control . 

So for modest steps towards five*. 
dnm of services have been tak en in 
the Second Non Life and the Second 
Life directives, which res pectiv ely 
allow genuine cross-border business 
for big company risks and where con- 
sumers on their “own initiative” seek/ 
an insurance policy from a company 
established in another EC country. 
But the big prize lies in the two pro- 
posed framework directives — one, 
already on the table, the other Wtety' '■ 
to be unveiled early next year - 
which, if adopted, wul introduc e fril l 
Tn u t u pi recognition by national regu- 1 
latory authorities and freedom for 
companies to operate on the basis o f a 
single insurance licence. 

Althoug h it seemed like a setback 
at the time Brussels’ thinking is lnflur 
enced by a 1986 European Court Judg- 
ment. This concluded that “host" 
country rules were Justified due tn the 1 
lack of harmonisation in technical 
reserves, on the controls of the assets 
representing those reserves, and of 
policy conditions. 

The two new "framework direc- 
tives”, plus the existing Insurance 
Accounts wh&Ch includes most of tiie 
necessary harmonisation for non-life 7 
businesses, are aimed at agreeing 
common EC-wide rules for these three " 

Tbe tough bargaining has yet to get . 
under way In Brussels out EC officials 
main tain that all governments 1 
fladmfing tiie Germans) now Implies 
itly accept the principle of the single - 
passport Key issues, for example, are , 
how far tiie Commission can get away 
with its avowedly minimalist' 
approach to regulation and to what 
extent product design can be liberal- 
ised by ph'mmnting national systems 
of individual policy approvaL 

Once the 20 or so key directives are 
through the legislative machine, sev- 
eral areas remain to be tackled - Sir 
Leon has his eye on the market for 
pension funds. Otherwise the Com- 
mission seems ready for a future 
spent devising tiny and technical 
modifications to existing directives. It 
wffl be up to the market to make sure 
that the reforms deliver their prom- 
ise. It will also be up to member 
states to agree the most important 
measure of all - a single currency. 
Twelve different currencies an d 12 dif- 
ferent interest rates are not, after all, 
the best basis for a big, open and 
pniftod financial market. 


Hizzoner gets 
stoned 

■ Ed Koch, the combative 
ex-mayor of New York, decided 
yesterday to help out bis old 
friend Teddy Kollek, ftw 
veteran mayor of Jerusalem 
who is fighting a losing battle 
to persuade foreigners — 
especially wary American Jews 

— that the city is stQl safe to 
visit 

Th e two set oat, complete 

drlUl 3. D6W Of f^urwn iTnCTi 

to walk through the Old CSty, 
scene of tiie killing of nearly 
20 Palestinians by Israeli pahee 
on October 8 and as d e v as tated 
as anywhere In the Holy Land 
by a slump in the tourist trade 
Induced by the Gulf crisis and 

th g Palestinian fatifada, 

As the cramped alleyways 

of the mainly Arab Old City 
were firmly shuttered in 
response to a Palestinian 
protest strike, the pretence 
of normality was pretty 
unconvincing. It was 
completely shattered, however, 
when a rock hurled by some 
unseen intifada 
bounced off a wall and Mt Mr 
Koch square on the top iff his 
head. 

Dabbing a small cot with 
his handkerchief, the former 
may or «wi» a characteristic 

- if rather hollow - verbal 
riposte. *T would hope that the 
Jews and Christians in New 
York and the United States 
would say: "You’re not going 
to keep us out of Jerusalem, 
you're not going to prevent 
us by stoning innocent people 
from supporting the people 

of Israel’" 

It was dearly not the 
moment for Mr Kollek to 
advance his favourite saw that 
tiie streets of Jerusalem are 
much safer than the streets 
of New York City. 


Final bid 


Have all the (Sty’s brains 
been made redundant? For the 
first time ever Goldman 
Sachs’s London office has had 
no completely correct answer 


Observer 


to Its Christmas quiz. Any 
reads: who can supply them 
is in line for two Jeroboams 
of fine champagne. The three 
questions are: 

Which countries make up 
the difference between the G7 
andtheGlO? 

Which exchange rate would 
Agent Cooper be most 
interested in this year with 
regard to Laura Palmer’s 
murder? 

Which currency would a 
Persian wild animal carry 
while walking backwards to 
its royal resting place? 

Answers to David Morrison 
by dose of business tonight 
Telephone 071-489 2291; fax 
071-489 2968. 


Patten time 

■ What was the first question 
a City seminar audience 
bowled at Chris Patten, Tory 
party chairman? 

No, it wasn’t seeking the 
election date, nor hints about 

thp ahap a ctf ‘John Major's 
promised fresh agenda, ft was 
whether the Irish go vernme nt 
WOllld its 

with regard to Northern 
Ireland. 

Patten seemed peculiarity 
well prepared for this odd City 
inquiry. 

He enthused that the advent 
of Mary Robinson as president, 
and the appointment of Cahal 
Daly as primate of AH Ireland, 
said “an enormous amount 
that was good and positive 
about Ireland as a whole”. 

He added: Tn the wake of 
what that teUs us about the 
Republic in tiie 1960s, there 
may be a more solid move to 
adjust the Irish constitution 
to remove the territorial claim 
to the North.” This would then 
put on the spot those Northern 
Ireland politicians who 
consistently avoided hard 
political choices. 

As for the mnnflawp Tn after 
of the election date, Patten 
was pressing the advantages 
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T wouldn't be part of a 
divided Soviet Union that 
would have me as a member.” 

of giving the new team time 
to develop some big ideas for 
the 1990s. “We have to identity 
a tune people can whistle.” 

Roger Palmer, the Kleinwort 
Benson Securities’ director 
who organised the seminar, 
interprets tills to mean May/ 
June 1992 is the most hkdy 
riprHftq date. 

He may be right After all 
Patten was a long time 
political consultant to 
Grieveson Grant, now part of 
Kleinwort. 


Sid’s lore 

■ No prizes for guessing what 

Sir Peter Thompson, the not 
so retiring chairman of NFC, 
intends to do for 
career, 

“Creating a nation of 
shareholders is the priority,” 
he announced after his final 
NFC press conference. T want 
to get all those Sids to take 
the next step and buy 
non-privatisation shares.” 

Confessing this modest 
ambition was the climax nf 
a vintage Thompson 


p e rfo rm ance. faffing 

the last of tiie dinosaurs, he 

cheekily wished Ms successor 

liyjc mid pnrniwl up Mr 0WH 
performance by misquoting 
his favourite comedian. Ronald 
Reagan: “Not bad, not half 
bad.” 

At his farewell dinner an 
Monday, Sir Peter was 
presented with a plaque 
bearing an Inscription and a 
cobblestone from, the 
company’s lSecre Camden 
development site. He could 
not be allowed to retire 
without getting 
something out of the site after 
almost eight years owning it. 


For the record 

■ Working on after hours at 
the North of En gland B uilding 
Sodety hi Sunderland, head 

of investmen t services Brenda 

Howard heard a plume rims. 

When she picked it up and 

introduced herself, a female 
with a foreign accent replied: 
“Oh, 1 wanted to speak to the 
answering machine.” 

Obligingly, Howard asked 
if she could help instead. 

“No* said the voice, “this 
is persanaL I must speak to 
the machine. Goodnight” 


Tortuous prose 

■ While British newspapers 
readers woke up yesterday to 
read that Mr AsR Nadir, the 
Polly Peck chairman, had. 
spent the night in a Iion d on 
gaol, readers of GQnaydm, an 
Istanbul dally, woe being 
treated to a rather different 
version. 

Under the headline “An TJoty 
Plot Smashed,” it announced 
that Mr Nadir had been set 
free after a seven minute hear- 
ing and a thirty hour “doubt- 
ful” interrogation, amidst 
Greek Cypriot panic and Turk- 
ish rejoicing. 

T£ seems that torture is not 
only practised among ua 
[Turks],” brooded one Gflnay- 
din writer darkly. The newspa- 
per in question happens to be 
the flagship of Mr Nadir’s 
Turkish pres 
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T he tasks confronting 
Jugoslavia's prime min- 
ister, Mr Ante Markovic 
Become more Ssyphean by the 
day. Every time be tries to 
implement reforms, fresh 
obstacles appear. These force 
mm to -retreat. But the 6bsti- 
nate prime minister persists in 
pushmg ahead with reforming 
his- country’s economy. So far 
he has succeeded. It has not 
been easy. 

The country of 23m people 
over which Mr Markovic go£ 
eras consists of an ungamly 
collection of six republics, par* 
with its own traditiwis. Some, 
such as Saovcnia and Croatia, 
were weaned on the Hapsburg 
empire, while others, such as 
Serbia,; were once dominated 
byTbe Ottoman empire. Some 
have their own language and 
religion. The Croats are Catho- 
lics, the Serbs are Orthodox, 
the Albanians are Moslem. The 
alphabet too is different In Slo- 
venia and Croatia, it is t^ - 
in Serbia, Macedonia and Mon- 
tenegro, itis Cyriffic. There are 
few unifying forces In the 
country. 


The centre slowly 
loses its hold 


Yugoslavia’s federal structure is being fractured 
by nationalist feelings, writes Judy Dempsey 
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It was not always so. President 
1110, who died In I960, glued 
the country together. His 
authoritarian personality 
helped; so too did . the memory 
of the second world war in 
which the Nazi-backed Ustashi 
movement from Croatia mur- 
dered tens of thousands of 
Jews and Serbs. Out of the 
ashes of 1945, Tito’s communist 
Partisans created a new Yugo- 
slavia. 

Tito had much sympathy 
from the international commu- 
nity. His break with Stalin in 
1949 ensured western su pport 
and financial assistance, even 
tbongh It overlooked Tito’s 
gulags, the tough Communist- 
- run .internal security, and the 
economic Inefficiency- which 
saddled the country with a 
$20bn debt. These factors 
together guaranteed stability. 
They also relegated govern- 
ment to a status which had no 
power or moral authority. This 
is the legacy whidh Mr Mar- 
kovic has inherited. ' 

In spite of this legacy, Mr 
Markovic’s 20-month-old gov- 
ernment has managed to push 
through substantial economic 
reforms as the country passes 
from Communist party control 
to freely-elected governments 
in all the six republics. 

inflati on has been brought 
down from 200 per cent a 
month in 1989 to 10 per cent a 
month. The dinar has been 
made partially convertible 
after it was tied last January to 
the German D-mark. Prices 
have been freed and imports 
liberalised. Foreign companies 
have been given incentives to 
invest But the next phase of 
the reforms, which Include 
implementing privatisation 
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and a new fiscal system, have 
run up against the second and 
more lethal legacy bequeathed 
by the Tito era: nationalism. 

Ten years after Tito's death, 
nationalism lias taken on a 
new and potentially destruc- 
tive dimension. The man 
responsible for placing nation- 
alism on the political a genda is 
the Communist Mr Slobodan 
Milosevic. Last week, he was 
elected president of Serbia, the 
largest of the six republics. 

Serbia is to the western 
republics of Slovenia and Croa- 
tia what Russia is to the Baltic 
states. It is Mg - it covers 35 
per cent of the country’s entire 
ter rit ory; powerful - it is the 
country’s biggest food pro- 
ducer; and do minant — it has a . 
population of 9.4m. Mr Milos- 
evic, a young ambitious com- 
munist nfffcfai who entered the 
political limelight in the 
nntawin of 1967 , han attempted 
to reassert Serbia’s dominace 
throughout Yugoslavia. 

His stepping stone was the 
Belgrade Communist party 
organisation, the largest and 
most powerful in the country. 
He ousted all his erstwhile 
Communist allies on the 
grounds that they were corrupt 
and bureaucratic. He was 
hailed by Serbs as the one man 
who would dean up the ruling 
Yugoslav Communist party. 

The Communist leaderships 


in the other republics took 
fright They feared that Mr Mil- 
osevic would extend his zeal 
into their republics. Overnight, 
they downed the mantle of 
reformers by changing their 
names to social democrats. 
They called free and 
multi-party elections in the 
belief that if they .were 
returned to power they could 
use the mandate to keep Serbia 
at arm’s length. 

They were mistaken. Unwit- 
tingly, both they and Mr Man s, 
evic unleashed the genie of 
nationalism. 

Free elections provided an 
ideal platform for nationalist 
movements in all the republics. 
Here, the political parties were 
based largely on ethnic back- 
ground. Until last May, when 
Mr Markovic founded his Party 
of Reformed Forces, there was 
not a single party which repre- 
sented ‘Yugoslavia’’. Instead, 
these new right-wing national- 
ist political parties in the 
republics pandered to e thnic - 
ity. The election campaigns 
during April and June in Slo- 
venia and Croatia were specifi- 
cally directed against Serbia 
and Mr Milosevic. 

After his purge of the Bel- 
grade Communist party organi- 
sation in 1987, Mr Milosevic 
broadened his support by 
promising to regain for Serbia 
the southern autonomous prov- 


ince of Kosovo, which is inhab- 
ited by tiie L8m ethnic Alba- 
nians, the majority, and the 
northern province of Vojvo- 
dina, which is inhabited by 
Serbs, Croats and Hungarians. 

In 1945, Tito bad carved 
these two provinces out of 
Serbia with the expressed aim 
of curbing tike powers of this 
pood republic. In 1974, they 
were granted more autonomy. 

Because Tito had suppr esse d 
any nationalist sentiments, 
Serbs could not express their 
grief at having Kosovo, the 
seat of the old Serbian king- 
dom, separated from the 
Republic. What Kosovo is to 
Serbia, Transylvania is to the 

WnngaHana - a mystical notion 

which arouses fiery emotions. 

This is understandable given 
the way Mr Milosevic tapped 
the Serbian nationalism by 
promising to re-integrate Kos- 
ovo. The republics of Croatia 
and Slovenia shuddered at the 
prospect of a Greater Serbia. 
But they underestimated the 
extent of Serbia’s intentions. 

Through constitutional 
amendments, the republics 
allowed Serbia to regain con- 
trol over Kosovo in 1989 (and 
later Vpjvodina) in the naive 
belief that this would stem Mr 
Milosevic’s political ambitions 
and dilut e ethnic tensions. It 
had the opposite effect 

The takeover of Kosovo was 


Survival of the highly competent 


From Mr, Allen Sykes 

Sir; In the coarse of a 
thoughtful and wide-ranging 
letter, Frantfeek Nepil ("Com- 
petition is the key to success”, 
November 29) disputes the 
practicability of two proposals 
in my recent article an improv- 
ing corporate governance 
(“Bigger carrots and sticks”, 
October SIX 

First, Mr Nepil believes my 
proposal for allowing directors 
options on 5 to 10 per cent of a 
company's equity in return for 
putting at risk, in advance, up 
to two years’ salary, is both too 
generous and likely to cost 
shareholders half the equity 
over a century. My article was 
too short to contain a full 
explanation of my proposals 


plus the necessary qualifica- 
tions (see my David Hume 
Institute paper). My 5 to lOper 
cent proposal is merely illus- 
trative, applicable only to a 
medium to small company. For 
a huge company it might more 
appropriately be but a fraction 
of I per cent Also I recom- 
mended that the CBL IOD and 
other appropriate bodies with 


foil investor representation 
should be involved in develop- 
ing the appropriate incentives. 
My proposal is based on a dis- 
like of the present system 
which gives directors free 
options hut is confined to only 
four times salary. Long experi- 
ence of successful MBOs and 
MBIs shows that when direc- 
tors risk up to two years' sal- 
ary but can earn significant 
equity rewards (Ear in excess of 
four times salary) token they 
achieve stretching targets, all 
other investors do very well 
out of it 

A much superior incentive 
scheme offers great advantages 
to investors, since superior per- 
formances will for outweigh 
the cost of the options. 

The equally important point 
to note about my proposal for 
directors is that it would 
strengthen the quality of 
boards since only the highly 
competent would risk up to 
two years* salary. Further, 
only they would be acceptable 
to their fellow directors and to 
the powerful long-term inves- 
tors inherent in my other two 


c omp lement ar y proposals. 

Mr Nepfl’s second point is to 
doubt whether long-term funds 
could be cheaper with a bank 
as a major shareholder and the 
provider of a huge kune part of 
capital as long-term Joans. Be 
mistakenly believes a bank 
would need to use the higher 
equity returns to subsidise the 
loans. My proposals involve a 
bank having a significant 
equity stake such that with the 
other three to five proposed 
investment Institutions they 
could provide knowledgeable, 
long-term ownership and 
ensure competent manage- 
ment. By being closely 
Involved with the directors 
(and indeed appointing some 
part-time directors), a hank 
would have the knowledge and 
confidence to lend large sums 
for long-term development. 
This is standard practice in 
western Europe and Japan, 
where long-term corporate effi- 
ciency so exceeds our own. 

Allen Sykes. 

Malttngton, 

29 The Mount, Fetcham, 


Facts and figures 
from Hanson 


A bright outlook for Scottish oil and gas industries 


From Dr Harold W.D. Hughes. 

Sir. In your survey (“Granite 
city, buoyant again”, Scotland 
survey, December 14) you 
cover the outlook for the off- 
shore oil and gas extractive 
industry and comment, rightly, 
on its long-term future. If any- 
thing, you understate that 
fixture. The UK Offshore Opera- 
tors Association’s own study 
last autumn, carried out with 
input from 38 member compa- 
nies, showed an expectation of 


an industry still producing 
well over lm barrels of ofi. a 
day in 25 years* time, com- 
pared with a current UK 
self-sufficiency figure of about 
l.fim barrels a day. Although 
dl price will always be a deter- 
minant of activity, we expect 
this position to be achieved 
through the development of 
between IDO and 300 new fields, 
many of which have already 
been discovered- "With gas, the 
UK position is even healthier. 


with r e serves and expectums 
capable of sustaining a 50 per 
omit increase in output for at 
least 25 years. 

There is no doubt offshore 
oil and gas will continue to 
play a significant role In sus- 
taining the UK economy, and 
providing jobs for those within 
It and servicing it. 

Dr Ha rold W.D. Hughes, OBE, 
director-general, UK Offshore 
Operators Association ltd, 

8 Bans Crescent, SW1 


From Mr Martin Q. Taylor 

Sir, Lex, which did not speak 
to us, seems an Saturday to 
have got its holly mixed with 
its ivy. The Hanson Source and 
Applications of Funds issued 
with the accounts on Friday 
shows on the one hand profit 
of gi.ang m and on the other an 
outflow of £127m for utilised 
provisions. The first figure is 
the profit for the year to Sep- 
tember 30 1990; the second, 
more than 85 per cent of which 
relates to ARC Properties and 
our decision to discontinue thia 
business, is an increase in pro- 
visions. This outflow is treated 
In the only way possible, at the 
"extraordinary” level; it has 
nothing to do with the "release 
of unspecified provisions”. 

The working capital did not 
rise by £42m but by £299m. 
Most of this relates to a reduc- 
tion in creditors following a 
one-off accrual in 1989 for con- 
sideration due to Consolidated 
Goldfield’s shareholders which 1 
was paid in October 1989. 

To suggest that it is odd that 
Peabody’s net assets should 
equal its purchase price is to 
fall to understand the process. 
First determine the obliga- 
tions, then determine whether 
the figure necessary to bring 
the value of the 190 years’ 
worth of coal reserves previ- 
ously held at cost in the bal- 
ance sheet at the Hnlflimg fig , 
me is fair. This figure (about 
45 cents a ton) is indeed fair 
and conservative. The reserves 
might have been valued more 
highly, but we have never 
believed in the concept of the 

H ang l ing debt. 

Martin G. Taylor, 
vice-chairman, Hanson pic, 

1 Brosoenor Place SW1 


A hard Ecu managed by EMF would not be inflationary 


From Mr Pad Richards. 

Sir, The UK proposals for a 
hard Ecu managed by a Euro- 
pean Monetary Fund in Stage 2 
would not be inflationary, con- 
trary to Professor Tim Cong- 
don's ffafrtra (“Defence of the 
hard Ecu”. December 1IX He 
confuses a number of points 
arising from my article (adore 
questions and answers on the 
bard Ecu”, December 3). 

First, any Increase in hard 
Ecu money represented by 
EMF liabilities would be 
matched by a reduction in 
uafirw^ai currency. EMF exer- 
cise of the repurchase require- 
ment would enforce this* 


Second, broad money denom- 
inated in hard Ecus, which 
would include any deposits 
with the commercial banking 
system, would be controlled by 
setting the level of hard Ecu 
Interest rates, in the same way 
as broad money denominated 
in national currency is con- 
trolled by setting national 
interest.rates. The re wo uld be 
no inconsistency between the 
use of this mechanism of con- 
trol and the dependence of 
hard Ecu circulation on mar- 
ket choice. _ 

Third, in seating bard Ecu 
interest rates, the national cen- 
tral bank governors repre 


sented on the board of the EMF 
would be constrained to run a 
tight monetary policy by the 
requirement not to devalue the 
hard Ecu against any national 
currency at ERM realignments. 

Fourth, the preservation of 
the value of the hard Ecu 
would therefore be a higher 
priority for the EMF than the 
promotion of its use in substi- 
tution for national currencies. 
But success in the first one 
would be likely to lead to the 
spread of the second. 


Finally, controlling broad 
ouey denominated. In both 


money denominated, in both 
Bcn 3 end national 
would in any event become 


increasingly im p orta n t during 
the transition to monetary 
tminrv the October Rome com- 
muniaue states that the use of 
the Ecu is to be promoted in 
Sfag u* 2. Adoption of the hard 
Ecu as the EC’s common cur- 
rency would enable the EMF to 
influence monetary c on dlfipps 
in hard Ecus directly, through 
changes in bard Ecu interest 
rates. By contrast the haair^ 
Ecu, which represents an aver- 
age, could not influence condi- 
tions, and so would do nothing 
to promote convergence on low 
inflation. 

P aul Richards, 

20 Lower Thames Street, EC3 


a disaster. Scores of ethnic 
Albanians were frflfad during 
anti-Serb demonstrations and 
hundreds of ethnic Albanians 
were sacked from their jobs 
under the new Serbian admin- 
istration in Kosovo. These 
actions served to rekindle an 
Albanian political conscious- 
ness. As a result, the province 
is today ungovernable, 

Mr Milosevic was 
undaunted. Once he uncorked 
the nationalist genie, be pitted 
the ethnic Albanians, and the 
republics of Slovenia, Macedo- 
nia, Croatia and Bosnia-Her- 
cegovina against Serbia. They 
feared a Greater Serbia domin- 
ating Yugoslavia. These fears 
have provoked a heated discus- 
sion about what kind of politi- 
cal structures post-Communist 
Yugoslavia should construct 
Many of the republics are 
taking measures to protect 
themselves. On December 23, 
the Slovene government will 
hold a referendum on whether 
this small republic should 
secede altogether from the fed- 
eration. Neighbouring Croatia, 
meanwhile, is drawing up a 
new constitution aimed at 
creating a confederation in 
which economic and political 
autonomy would be devolved 
to the individual republics. 

Mr Milosevic, for his part, 
wants to maintain the federal 
system. The army is on bis 
side. Earlier this month. Colo- 
nel Veljko Kadijevic, the 
defence minister, said the 
army, whose officier corps is 70 
per cent Serb, would defend a 
socialist and federal Yugo- 
slavia. Mr Markovic remains 
nonplussed, even though mili- 
tary intervention against the 
republics would have serious 
consequences for his economic 
reforms - and for Yugoslavia. 

Against background of - 
nationalism and ethnic unrest ! 
Mr Markovic has remained 
above the political fray. He has 
continued doggedly to imple- 
ment his economic reform poll- | 
cies, which paradoxically, 
hinge on the existence of an 
integral Yugoslavia. 

His optimism that Yugo- 
slavia will continue to exist as 
a single state is based partly 
on the practical difficulti es of 
coping with the physical 
break-up of Yugoslavia. "How 
can we renege mi 2,000 multi- 
lateral and bilateral agree- 
ments?” be asks. He also 
believes, some say naively, 
that reason will prevail over 
the present climate of inflamed 
national feelings. 

For the moment, reason is as 
elusive as the republics reach- 
ing a consensus abont what 
sort of political house in which 
they want to live. But if Yugo- 
slavia wishes to enter Europe, 
as it desperately does, it is 
time the republics sat around 
the table to discuss their 
fixture. 


The future of broadcastinj 


When the regulated 
‘capture’ the regulators 


By Sir Alan Peacock 


N ow that the Broadcast- 
ing Bill has received 
the royal assent, seri- 
ous questions arise about how 
to in te rpret some of its con- 
tents. There is nothing 
unusual in this. A government 
laying down the fimptions of a 
I regulatory body, such as the 
new Independent Television 
Commission (TTC), has to steer 
a course between spelling out 
in detail how these functions 
are to be carried out and allow- 
ing discretion in the interpreta- 
tion of legislative wording. 
Ovepelaboratian of regulations 
may encourage regulators to 
be Inflexible and too cautious 
and to alienate the regulated. - 
in case independent 
television companies. Legisla- 
tive niUnnuMi couched in inscru- 
table language may tempt reg- 
ulators to exceed their brief as 
conceived by the legislators. 

The economist George Stig- 
ler has theorised that regula- 
tors are captured by the regu- 
lated, the result being, as 
Adam Smith would have it, “a 
conspiracy against the public”. 
Producer groups, says Stigler, 
are easier to organise as a 
lobby than are the consumers 
of their products. This is cer- 
tainly true of broadcasting. 
Government may unwittingly 
buttress the producers' posi- 
tion If it restricts freedom of 
entry into the market This Is 
also true of broadcasting. Both 
the formulation of legislation 
and its later interpretation will 
rely on producer co-operation, 
and this win. be bought at a 
price. The successful resistance 
put up by independent televi- 
sion companies to proposals to 
prescribe the times when news 
and educational programmes 
are screened is an example. 

The common assumption 
that companies passively react 
to s timuli from government 
agencies, like Pavlov's dogs, 
may be convenient but it is 
clearly erroneous. The truth is 
likely to be that gover n ment 
agencies become involved in 
continuous bargaining with 
the companies they regulate. 
The outcome may be both inde- 
terminate and QriBtahlp 
It is to the government’s 
credit that, consciously or not, 
it has partially recognised the 
problem. It has tried to get 
round it by providing the regu- 


lators with precise, unequivo- 
cal rules which neither regula- 
tors nor the regulated can eas- 
ily manipulate. A good 
example is to be found in the 
Retail Price Index (RPD + X 
formula - where X is an incre- 
ment - used to set prices in 
such diverse sectors as electric- 
ity, telecommunications, water 
and broadcasting. In the case 
of the BBC, the increase in the 
licence fee is simply tied to the 
RPI so that X =*= 0. This (toes 
not prevent the BBC from 
arguing that X should be 
greater than 0, whereas the 
government is now considering 
whether or not to phase out 
the licence fee - that is to say 
X would take a progressively 
greater negative value. 

It is ironic that the regula- 
tors Sir Bryan Carsberg (tele- 
comm uni cations), Mr Ian Byatt 
(water) and Professor Stephen 
LittLechild (electricity) who 
have to apply these formulas, 
must an be sympathetic to the 
Stigler approach to the eco- 
nomics of regulation. Now they 
must prove him wrong. 

However, the activities of 
independent television compa- 
nies cannot be regulated by 
recourse to a formula. The 
Broadcasting Act sets an 
immediate test for the embry- 
onic ITC - how to react to tiie 
Sky/BSB merger. This is a use- 
ful Illustration of the problems 
in applying the “capture” the- 
ory. The incumbent franchise 
headers have been vociferous 
in their complaints about a 
“satellite monopoly” freed 
from the regulatory con- 
straints under which they are 
expected to operate. They have 
sewn up the television market 
together with the BBC. While 
they have a firm hold on the 
television advertising market, 
the BBC has an assured 
income through the licence fee. 
If that market is to become 
contestable, one satellite inter- 
loper with some prospect of 
financial viability is better 
than two which could drive 
each other into bankruptcy. 

Andrew Knig ht, chairman of 
News International, rightly 
axgues that the merger, along 
with the existing terrestrial 
television companies, will soon 
have to compete with the other 
25 channels an the Astra satel- 
lite. A merged Sky/BSB would. 


In any case, have to obtain 
licences from the FTC, which 


presumably means that it 
becomes subject to the ITC 
codes of practice and quality 
regulation. It is hardly within 
the spirit of the Act that the 
merger of Sky and BSB should 
be stopped on grounds of 
restriction of competition. 
Competition would be even 
more restricted were it disal- 
lowed, and this is against the 
interests of the consumer who 
should be sovereign. One sus- 
pects that the ITC will please 
the ITV companies by answer- 
ing the government’s question 
“is the merger legal?” by say- 
ing “no". It can then at least 
claim that it has simply 
applied the law as it was 
meant to be applied. 

Looking a little further 
ahead, the next test of Stigler's 
thesis could arise from the 
spelling out oC the meaning of 
“the quality threshold” when 
television companies bid for 
franchises. Dr Veljanowski 
demonstrates clearly in his 
recent article (FT October 19) 
that the growing competition 
between satellite and terres- 
trial broadcasters must force 
the latter to improve their 
operational efficiency. Only in 
this way can an ITV company 
find itself in a position to have 
both a chance of success in the 
franchise bid and to give share- 
holders a satisfactory return 
on their capital. 

Dr Veljanowski is right, pro- 
vided that the ITC insists on a 


strict interpretation of quality 
broadcasting. As the BBC gets 


broadcasting. As the BBC gets 
away with a policy of keeping 
up its ratings by popular pro- 
grammes in direct competition 
with ITV, one has every sym- 
pathy with the independent 
companies placed between the 
Scylla of “quality regulation” 
and the Charybdis of growing 
competition. I would not want 
to place any money on the 
proposition that George Stig- 
ler's theory offers the best 
guess at the outcome. What I 
am sure about is that the prob- 
lem will not go away. 


Sir Alan Peacock, executive 
director of the David Hume 
Institute, Edinburgh, chained 

the Committee on the Financing 
of the BBC which reported in 
1988. 
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Argentina is now looking 
beyond the horizon. 


By gazing out towards the horizon, 
Argentinians survey the incredible beauty of 
their country. From the Andean mountains 
covered with eternal snow, the winding roads 
leading to Iguazu Falls, or to the unique natural 
wonder of Patagonia. 

But Argentinians are also looking beyond 
the horizon, seeing that their country has been 
reborn. Argentina is a responsible and reliable 


nation that fulfills its commitments and keeps 
pace with other modem nations with its strong 
work ethic, and a competitive and creative 
spirit. 

That's why you should visit us and see for 
yourself the exciting investment alternatives 
in Argentina. Our horizons offer you 
impressive possiblities. 


"P^ENATUR 

~ I Argentine Tourist Office 


Argentina 

A country where. there is so much to see 
and investment opportunities awaiting 


53 Hans Place, London SWi Fax:071-588 3106 
■fefc 071-584 6494 Tfetae 913348 ARGSIA 
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TOWN TRANSFORMED 


World Bank warns on official debt 


By Michael Prowse in Washington 


THE World Bank says there 
has been a "significant and 
unsustainable” rise in develop- 
ing countries' reliance on offi- 
cial debt 

This has transferred risks 
from private to official credi- 
tors and left governments “cor- 
respondingly more exposed to 
policy slippages and adverse 
external developments,” 
according to the Bank's latest 
asssessment of the Third 
World debt crisis. 

The report, published today, 
also warns that the Gulf crisis 
is imposing a "severe burden” 
on many developing countries 
and threatens to reverse mod- 
est progress in resolving 
long-standing defat problems. 

Official creditors are supply- 
ing three quarters of debt-re- 
lated net flows to developing 
countries, compared with one 


third in the early 1980s. 

The share of official debt ser- 
vice in total debt service (pay- 
ments of interest and amortisa- 
tion) has risen to 37 per cent 
from 10 per cent in 1982. 

The outstanding stock of 
long-term offical debt has tri- 
pled to $521bn since 1980. 
Including the use of short-term 
International Monetary Fund 
(IMF) credit, official debt now 
accounts for 46 per cent of 
developing countries' total 
debt, up from 32 per cent In 
1984. 

The increased reliance on 
official creditors reflects pri- 
vate banks’ decision to reduce 
their exposure to the Third 
World and the impact of offi- 
cial debt reduction initiatives, 
such as the plan named after 
Mr Nicholas Brady, the US 
Treasury secretary. Such 


schemes have reduced the com- 
mercial liabilities of developing 
countries while increasing the 
exposure of official creditors. 

The bank also notes that dol- 
lar devaluation since 1985 has 
increased the stock of official 
credits proportionately more 
than private credits. 

In addition, reductions in 
private debt because of 
debt-equity swaps have more 
than offset debt forgiveness 
and concessions for poor coun- 
tries by the Paris Club of offi- 
cial creditors. The switch to 
official creditors has caused a 
marked change in the comoosi- 
tion of aggregate resource 
flows to developing countries. 

In 1989. official grants and 
net loans accounted for 67 per 
cent of such flows and foreign 
direct investment for 35 per 
cent The contribution of net 


private lending was negligible. 

This represents a "major 
shift from the dominance of 
commercial bank lending in 
the late 1970s and early 1980s" 
and a return to the pattern of 
flows prevailing in the 1960s 
and early 1970s. 

The Bank says experience 
with previous debt crises sug- 
gests there will be no early 
resumption of private lending. 
And while official flows and 
foreign direct investment can 
be expected to rise, they can 
play only a limited role in fin- 
ancing imports and investment 
in the longer term. 

Developing countries will 
thus have to rely even more 
heavily on tough adjustment 
policies and on mobilising 
domestic savings. 

Details, Page 4; Editorial Com- 
ment, Page 14 


Brazil will ‘partially lift 9 moratorium 


By Christina Lamb in Rio da Janeiro and Stephen Rdler in London 

BRAZIL will partially lift its 
18-month debt moratorium, Ms 
Zelia Cardoso de Mello, finance 
minister, announced on Mon- 
day night 

The move, an apparent 
change of strategy, reflects 
Brazil's desperation to end its 
isolation from the interna- 
tional financial community, 
which has resulted in siachod 
credit lines for trade and inter- 
bank financing and delays in 

obtaining loans from the World 

Bank. 

For the first three months of 
next year, the Brazilian gov- 
ernment will pay 30 per cent of 
the interest on the $63tm owed 
to commercial banks. Ms Car- 
doso described the $489m in 
payments to be made in the 
first quarter as “a goodwill ges- 
ture to show that we are inter- 
ested in negotiating”. 

The decision to resume par- 
tial interest payments was con- 
veyed to the advisory commit- 
tee of creditor hanks in New 
York late on Monday by Mr 
Jorio Dauster, Brazil’s chief 
debt negotiator. But there was 
no change in the basic pro- 
posal to convert debt into 
long-term bonds, which the 
committee has already dis- 
counted as “a non-starter”. 

Bankers responded nega- 
tively to the new stance. 

Mr William Rhodes, Citi- 
corp’s senior executive and 



Jorio Dauster: conveyed 
message to creditor hawks 
chairman of the advisory com- 
mittee, said: “White we wel- 
come the Intention to resume 
partial payments, hanks are 
disappointed that the govern- 
ment of Brazil still refuses to 
deal with the interest arrears. 
A wide gap remains between 
the bank advisory mmmittpp 
and the government.” 

Brazil’s interest arrears to 
commercial hanks total $8Jbn. 
Banks want some reduction in 


. J' 

Zelia Cardoso: described 
payments as goodwill turn 
this before taiira on a broad 
debt restruct u ring advance. 

Bankers said that, according 
to the proposal, only small pay- 
ments would be made in Janu- 
ary and February, leaving 85 
per cent of the $489m to be 
paid by the mid of Mamh. 

They said Br azil’ s controver- 
sial position - that it would 
not deal with arrears ahead of 
a broad agreement and that it 
would not maim payments in 


1990 - was unaltered by the 
proposal 

Mr Marcus Caramuro, 
spokesman for the Brazilian 
Economy Ministry, said yester- 
day: “This is not a change in 
tactics but simply an advance 
in negotiations to which we 
hope the banks will respond.’ 

He likened the proposal to 
the situation in Argentina, 
Which is making partial inter- 
est payments in advance of a 
final agreement and is receiv- 
ing finances from the Interna- 
tional Monetary Fond and 
Paris Club. 

Brazil signed a letter of 
intent with the IMF in Septem- 
ber for a $2bn standby facility 
bat this was never approved by 
the board because of lack of 
progress an the debt negotia- 
tions. It is now regarded as a 
“dead letter” because of the 
country's failure to meet tar- 
gets. But Brazil is anxious for a 
new agreement to be reached 
rapidly to ease its passage 
through the current economic 
crisis. 

However, the Brazilian gov- 
ernment's negotiating position 
has been hampered by a Senate 
resolution, passed on Monday 
night, which prevents any pay- 
ment being made on arrears 
without the legislature’s 
approval, a move ironically ini- 
tiated by the government to 
secure consensus. 


OECD says 
Japanese 
growth will 
dip to 4. 1 % 
next year 

By Stefan Wagatyl in Tokyo 

ECONOMIC growth in Japan 
will slow next year from a 
likely annual rate of 641 per 
cent in 1990 to 4.1 per cent, 
according to Organisation 
for Economic Co-operation and 
Development 

However, in its annual 
review of Japan, published 
today, the organisation is 
more positive than some 
recent studies by private sec- 
tor economists in Tokyo which 
have forecast a sharper decline 
in economic growth. Continu- 
ing growth in spending by Jap- 
anese consumers wfQ generate 
increases in output and in 
employment the OEC D says. 

On the prescriptive side, the 
report urges that Japan should 
continue its efforts to create a 
more open economy by further 
deregulation, particularly in 
agriculture and in the land 
market 

The OECD is less concerned 
than some analysts about the 
Impact of this year’s stock 
market plunge on the Japa- 
nese economy. The fall to same 
extent "helped curtail excess 
domestic demand which had 
been partly stimulated by the 
low cost of equity financing". 

However, the OECD shares 
the Japanese monetary author- 
ities’ concern about faftetfan. 
Labour shortages are pushing 
up costs, says the report, 
boosting the annual rate of 
increase in consumer prices 
from 2.3 per cent In 1989 to a 
likely 3 per cent thte year and 
3.3 per cent in 1991. Rapid 
growth in the money supply, 
accelerated by deregulation, 
strong demand, hi gh capacity 
use and tight labour wmrlmfa 


Nato warns Soviets on conventional pact 


By Robert Mauthner, Diplomatic Correspondent, in Brussels 


NATO ministers yesterday 
warned the Soviet Union that 
the submission by Moscow of 
incorrect data on its military 
forces and equipment in 
Europe could delay ratification 
of last month's agreement on 
conventional forces cats in 
Europe. 

"We will seek full implemen- 
tation by all parties of the CFE 
treaty and, in particular, the 
timely resolution by the Soviet 
Union of serious problems 
relating to data and treaty 
interpretation,” a communique 
issued after a two-day Nato 
Council meeting here said. 

This was “an essential condi- 
tion*’ for early ratification of 
the treaty. 

The Nato ministers had 
agreed that new global security 
risks faring the Alliance, such 
as the Gulf crisis, might 
require joint action even if 
such threats came from outside 
the Nato area. 

They delayed an expected 
d e cisi on on a mandate for new 


US-Soviet negotiations an the 
reduction of short-range 
nuclear weapons in Europe. 
This was in spite of an earlier 
undertaking that such talks 
would open shortly after the 
conclusion of the conventional 
forces agreement, signed in 
Paris last month. 

Mr Manfred Worner, the 
Nato secretary-general, said it 
would take another six months 
to work out such a mandate 
and, probably, up to another 
year before negotiations 
between the US and the Soviet 
Union would start 

On the controversial issue of 
an “out of area" role for Nato, 
France strongly disagreed with 
‘such an extension of its activi- 
ties, but the final communique 
issued after a two-day meeting 
of the Nato Council specifically 
referred to such a possibility. 

The proliferation of weapons 
of mass destruction had impli- 
cations for the allies’ security, 
the communiqud said. This 
appeared to be a direct refer- 


ence to the development by 
Iraq of nuclear and chemical 
weapons. 

Ministers said they would 
consult closely onproblems 
which posed “a threat to our 
common interests". 

On Soviet military strength, 
US officials have complained 
that the Soviet Union had 
declared some 20,000 items of 
military equipment fewer than 
were supposed to be covered 
by the CFE treaty. 

Mr James Baker, the US sec- 
retary of state, said yesterday 
that the US was particularly 
concerned about the non-decla- 
ration of infantry units 
assigned to the Soviet Navy. 
Moscow does not consider that 
these fall under the treaty 
because it does not cover naval 
forces. 

The Soviet Union has prom- 
ised to look into these alleged 
discrepancies and report back 
to the US, Mr Baker said. 

"1 think the Soviets them- 
selves acknowledge that, if 


such discrepancies exist, it 
would be serious.” 

Mr Baker said that the US 
complaints did not directly 
concern military equipment 
withdrawn by the Soviet Union 
from Europe to east of the 
Urals instead of being 
destroyed. Though this was a 
political problem, it d id not 
legally break the CFE treaty, 
he said. 

France and the US disagreed 
over how far Nato should 
develop its diplomatic dialogue 
with the Soviet Union and 
other states of central and east- 
ern Europe. Daring a sharp 
exchange yesterday, Mr Roland 
Dumas, French foreign minis- 
ter, told Mr Baker, it was up to 
individual member states to 
develop such a relationship. 

Mr Baker said that the need 
for Nato to direct its attention 
to “a wider arc" of security 
challenges was discussed in 
the cont ext of Nate’s current 
strategy review due to be com- 
pleted by next spring. 


have “created an environment 
prone to future inflation” . 

An increase in off prices 
caused by the Golf crisis has 
aggravated the situation. 
“Care should be taken to sig- 
nal to the private sector by 
whatever means necessary 
that the oil price increase will 
not be allowed to trigger a 
wage-price spiral,” says the 
OECD. 

Business investment is slow- 
ing from very high levels 
achieved in 1989. with the rate 
of increase Hkriy to fall from 
10.6 per cent this year to 46 
per emit in 1991. Companies 
are expected to switch from 
boosting capacity to invest- 
ments In product development. 

The OECD urges Japan to 
take advantage of economic 
slowdowns in the next 10 
years to boost public invest- 
ment. 

The report approves of the 
Japanese government’s plan to 
make a priority of investments 
in improving living standards. 

As for economic relations 
with other countries, the 
OECD expects the speed of the 
the decline in the external sur- 
plus to slow sharply despite 
the rise in oil prices. 

The current account surplus 
next year could be f38bn, 
against a likely |43bn for 1990 
and $57.2bn in 1989. Boosted 
by a halt in the rise of the yen, 
exports will grow sharply- 
The increase in oil prices 
which has followed fidfowlng 
the Golf gririn should is expec- 
ted to have less effect the 
oil shocks of the 1970s. 

OECD Economic 
Japan. OECD , 2, rue 
Pascal 75775 Paris, France. 


Soviet Union left without 
a proper budget for 1991 


Continued from Page 1 
Russia, the country’s largest 
republic is unhappy both with 
the amounts sought by the cen- 
tre and the taxation to levy the 
money. Other republics are fol- 
lowing the example set by Rus- 
sia. 

Estonia, the smallest Soviet 
republic, says, for example, 
that it will rive the centre no 
more than RbslOOm, compared 
to the Rbs600m which is expec- 
ted of it. 

Clearly the republics’ ability 
to control taxation revenue 
will be a key element In their 
battle with Moscow. The major 
source of taxation comes from 
Soviet enterprises, which pay a 
turnover tax and which will 
also be charged a unified rate 
of 45 per cent of their profits 
from January. 

In the past, central minis- 
fries simply helped themselves 
to varying amounts of enter- 
prises’ profits, but the new cor- 
porate tax provides for 22 per 


cent of enterprise profits to go 
to the central government, 
with another 23 per cent des- 
tined for republican budgets. 

A third source of taxation is 
income tax. but most of this 
goes to local authorities, with 
the rest to central and republi- 
can governments. 

A Russian government 
source said that Russia wanted 
both a lower rate of taxation 
for its enterprises plus reduced 
central government spending. 

While a spokesman said the 
Soviet government could still 
control tax revenue because 
enterprises paid their taxes 
into centrally controlled banks, 
Russia has already declared 
sovereignty over banks on its 
territory. 

At the other end of the scale, 
Estonia is setting up a parallel 
banking system of its own, 
which means that it now has 
two central banks, one loyal to 
Moscow and the other favour- 
ing Estonian independence. 


EC postpones meeting 
with Iraqi foreign minis ter 


Continued from Page 1 
Baghdad expressed disappoint- 
ment that the EC had not 
shown “a more independent 
policy, away from US pressure, 
vis-a-vis the Middle East’s vari- 
ous issues." 

A Foreign Ministry official 
said: “It Is in the interests of a 
unified Europe to deal with an 
independent Arab decision 
rather than giving in to Ameri- 
can hegemony over the coun- 
tries of the region." 

The conciliatory tone of 
Iraq’s response appeared to be 
aimed at keeping Iraq’s lines 
open to the EC in the hope fharf 
some sort of EC initiative 
might arise as an alternative to 
the US approach. 

Yesterday, Turkish televi- 
sion quoted Iraqi president 
Saddam Hussein as ruling out 
peace talks with the US if 
Washington’s aim was simply 
to reiterate UN resolutions 
rejected by Baghdad. 

“Any Iraqi concession on 


Kuwait Is out of the question 
before the Palestinian problem 
is solved,” Mr Saddam said in 
Ms Turkish television inter- 
view, which was conducted on 
Friday. 

“We do not go to the US to 
get directives from them,” he 
said. “If Bush is to repeat the 
UN resolutions to us, then 
there's no point in our going 
there.” 

Iraq, meanwhile, told a 
senior Soviet envoy that all 
Soviet technicians were free to 
leave the country even if their 
contracts had not ran ouL 

Baghdad radio quoted Mr 
Hussein Ksrmpi, fh<> minister of 
industry and military industr- 
ialisation Who is arthig oil 
minister, as telling Mr Vladi- 
mir Mordvmov, the Soviet For- 
eign Trade Ministry's first 
undersecretary: “Iraq allows 
Soviet experts working in the 
country to leave as they wish 
irrespective of the date of ter- 
mination of their contracts." 


Fresh attacks 
on Gorbachev 

Continued from Page 1 
Mr Rafik Nishanov, one of his 
closest advisers on the issue, 
said later that “each Soviet cit- 
izen must say whether he is in 
favour, or against, a mi inn of 
federal states”. Details of the 
treaty would be worked out by 
a commission of all the repub- 
lics willing to participate. 

He Insisted that if a republic 
voted to leave it would, have to 
follow the lengthy secession 
process laid down in Soviet 
law this year. That provides 
for a transition period of up to 
five years, and taUm on com- 
pensation both Am the Soviet 
state, and individuals wishing 
to leave. 

Mr Gorbachev intends to 
make secession an extraordi- 
narily difficult for any repub- 
lic bat he is takfng a big gam- 
ble in wiihig a referen d"™, 
with republics like Georgia 
and Lithuania dominated by 
secessionist sentiment. In 
Estonia and Latvia, with large 
Russian minorities, a clear 
result might be in doubt 
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A clearer view 
for the Fed 


Yesterday's confirmation, of a 
mild downtrend in US inflation 
will have come at an oppor- 
tune timn for the last meeting 
this year of the FOMC to set 
US monetary policy. The 
November data on rising 
unemployment and falling 
industrial output already pres- 
ented the case for further eas- 
ing. If the Fed can now con- 
vince itself that inflation is no 
longer a pressing concern, the 
way should be clear to the first 
cut in the US discount rate 
since the summer of 1966. 

One thing which might cast 
doubt on this would be a fur-, 
ther sharp fall in the dollar. 
But it is a sign of how times 
have changed that yesterday’s 
other big US statistic, a sharp 
jump in the October trade defi- 
cit to $lL6bn, should have left 
the foreign exchange markets 
unmoved. Just three years ago 
a record $17.6bn figure 
knocked more fliaw 3 nw cent 
off the dollar by the turn of the 
year. This time, the markets 
appear to see the figure as an 
aberration, representing goods 
ordered before the scale of the 
recession was apparent 

Even if the dollar ij^Hnw 
modestly from here, it seems 
unlikely that the Fed will 


NFC 


Share price relative to the 
FT-A Af-Shara Index 
160 



worry much about inflationary 
implications. Its first priority 
now appears to be not sound 
money but t he health of the 
banking system. 

As for the US government, a 
weak dollar doubtless has posi- 
tive attractions. The UK may 
be obliged by ERM member- 
ship to take recession on the 
chin. But for the US a spot of 
depredation offers the opportu- 
nity, if not to export recession, 
at least to import the growth of 
others. 

NFC 

The picture of deepening UK 
recession is still complicated 
by the apparent ability of some 
companies in recession-prone 
sectors like transport to defy 
the odds. Hence the 6 per cent 
jump in NFC’s share price yes- 
terday in response to news of a 
healthy rise in profits for the 
year. 

But if the company’s gloomy 
trading statement, particularly 
regarding the US, had been 
given more weight than the 
headline annual results, the 
shares might have gone lower. 

At odds with the 11 per cent 
rise in earnings per share and 
the persuasive rise in the divi- 
dend was an abundance of cau- 
tion in the small print This 
suggests that although NFC 
has to date succeeded in avoid- 
ing the economic downturn 
much better than rivals across 
the transport and property sec- 


tors, its toughest test is to 

come. 

8The results have been held 
back by lower profits from the 
transport division, but also by 
an accelerated charge against 
computer software costs and a 
doubling of redundancy costs 
to £8 ul The travel agency busi- 
ness continued to lose money, 
if at a reduced rate. The 
increased contribution from 
p ro pe rty is impressive, but the 
shortage of commercial tenants 
iwftflTiw this area will struggle 
thfc yean the company will do 
well to make upin its other 
divisions what could be a 
shortfall of £l0m-£l5m. 

On the other hand, NFC can 
point to conservative account- 
ing policies and reduced over- 
all gearing of 24 per cent 
despite increased acquisition 
activity and the buying in of 
shares in related companies. It 
also has exposure to the trendy 
waste management business, 
and lacks property-related bor- 
rowings. But at best profits 
this year should be unchanged, 
which is why the shares are on 
a prospective p/e of only 9 and 
a historic yield of over 6 per 
emit 

Christies Int’l 

Christies’ shares stormed up 
in 1989 and the first half of 1990 
on the strength of the art mar , 
ket and Mr Michael Ashcroft’s 
bold but maladroit stake build- 
ing. They have since steamed 
down thanks to the Gulf 
crisis and the deepening reces- 
sion in the art market Tester- 
day's p oor sales figures for the 
autumn auction season suggest 
the great bufl run in the shares 
in the late 1980s was a mistake 
from the outset 

Until about 1986, the Chris- 
ties share price performance 
seems to have been a very Brit- 
ish story: respectable but not 
exciting. Perhaps it should 
have stayed that way. The 
company’s virtues - the brand 
name, the near duopoly with 


Sotheby’s, the very strong cash' 
flow and the conservatively- 
valued real estate in St James’s 
- have never been In doubt 
Given what happened to Soth- 
eby's in the early 1980s, there 
has always been the possibility 
of a takeover bid crystallising 
one day. But it needed sure 
than that to justify the huge 
lift-off the shares enjoyed 
between 1988 and midsummer 
1990. ^ 

A boom 3n buying by a new 
international class of collec- 
tors, mainly interested only in 
post-1875 art was surely not 
the kind of phenomenon which 
could have lasted for long. Old 
Master and jewellery safes are 
still doing well, which is a sign 
that Christies has a resfifent 
hard-core business which can 
survive a mini-crisis like its 
decision to shed 146 staff. But 
at 7 per cent the running yield 
on the shares may not yet 
reflect the sluggish trading 
which could be ahead in 199L : 

Water companies 

Now that all the water com- 
panies have delivered their 

Interim results, it is per tinent 

to ask whether the market’s 
attitude to the sector has been 
too complacent There were no 
nasties in the assarted figures, 
but the dividend increases may 
have helped to move the see-; 
tor's rating to an unjustifiably 
high level. The package has 
outperformed the FT-Actuarfes 
All-Share index by 50 per cent 
since flotation and a further s 
per cent since Thames started 
the reporting round In late 
October. 

The trouble is that the divi- 
dend rises have owed more to 
jockeying by the rival compa- 
nies thaw to any flindamental 
performance. Anglian- defied 
the trend without its share 
price suffering, but most other 
companies were keenly fight- 
ing a possibly ill-advised divi- 
dend war. 

What should concern Inves- 
tors is tiie possibility that the 
short-term benefits of higher 
than .expected dividend 
increases will be tiridmmintid 
by the regulator's determlha- 
ti on to distribute any wtmIha 
rewards to consumers, .The full 
review of the pricing formula 
due in 1995 might well be pre- 
ceded- by ad hoc interventions 
by the regulator to enforce 
clawbacks in profits. Investors 
need to ask themselves what 
level of returns the regulator 
will be prepared to allow. 
Given that dividend pay-outs 
are subsiding across the mar- 
ket as a whole, it seems plausi- 
ble to argue that the water sec- 
tor should be preparing- 'to 
exercise more restraint ' 


HAVING PROBLEMS WITH 
YOUR FINANCIAL ADVISER? 

If you are a client of a financial adviser which 
has gone out of business, you need to: 

— establish the exact position in respect of 
your investments; 

— ensure that insurance policies which you 
think you own are registered in your 
name; 

— appoint new financial advisers. 

Robson Rhodes is a national firm of chartered 
accountants and with its team of skilled 
financial services practitioners has an 
excellent reputation for providing practical 
solutions in this situation. 

For a confidential discussion on how to secure 
your position, please telephone Roderic 
Rennison or Nigel Frudd on 071-251 1644. 

ROBSON RHODES 

BB Chartered Accountants IH 


186 City Road # London ECIV 2NU 
Telephone 071-251 1644, Telex 885734 
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Great Atlantic in 
Isosceles debt talks 

Groat Atlantic & Pacific Tea Company, the 
large USfood retailer, yesterday indicated it 
may participate in the refinancing of Isosceles, 
the UK company which took over the Gateway 
supermarket chain In a E2bn-plua leveraged 
buy-out last year. Talks over the refinancing 
were continuing last night in London. Mean- 
white, Great Atlantic announced virtually flat 
profits, in the third quarter. Nikki Talt reports on 
the results. Page 20 


Battling to treat US ulcers 

Astra, Sweden's leading 
pharmaceutical com- 
pany, headed by Hakan 
Mogren (left), believes it 
is on die verge of an 
important breakthrough 
in the US. it is expecting 
die final go-ahead from 
the US Food and Drug 
Adminstration in authori- 
sing use of its anti pep- 
tic ulcer drug, Losec, for 
the initial treatment of 
duodenal and gastric ulcers. This will intensify 
its competitive battle with the British company 
Glaxo and Its Zantac ulcer drug in a lucrative 
market Page .18 ; ' _ 


Triplex Lloyd fafis 18.9% 

Interim profits at Triplex Lloyd, the Midlands 
engineering and building products group, 
declined by 18.9 per cent before tax, following 
a big fall in property gains and the sale of a 
steel casting business. The disposal was more 
than offset by capital spending in the power 
division and acquisitions in Canada and the 
UK. Page 22 


Pyrrfiic victory in iodine battle 


Soquimich, the leading Chilean producer of 
iodine, can claim only a pyrrhio victory after a 
year-long international price war. Its battle to 
grab market share and keep out new competi- 
tors has succeeded but in the process the com- 
pany has been forced to close down two 
long-established mining towns in Chile and to 
sack 1,100 workers- At the heart of the com- 
pany’s drive is a $238m five-year equipment 
modernisation plan designed to replace much 
of the group’s outdated plant and equipment 
(above). Page 26 


Happy days In Hellas . 

It has been a tumultuous year for the Athens 
Stock Exchange. The general index surged by 
more than 300 per cent and then lost more 
than half Its gains. But the year Is ending on a 
note of subdued optimism amid the conserva- 
tive government’s decision to launch a three- 
year economic stabilisation programme. Kerin 
Hope opens a series on the most significant 
markets of 1960 with a review of the year on 
the Athens Stock Exchange. Back Page 


CH Ind us t ria ls shares fall 30% 

" \ Recessionary pressures 

V f 1 l,, l / are taking their toll of 
\\ II ^ Industrials, the dlver- 
\\ I ■ * sifted holding group. The 

\\ I n / group saw its share 

W-* | / / price fail by 30 per cent 
after ft announced a col- 
lapse in profits from £7.31 m (SI 4m) to £334,000, 
for the six months to September 29. "There is 
no doubt that the trading outlook for for the 
second six months will remain difficult," 
warned Tim Hearley, executive chairman. 
Andrew Bolger reports. Page 22 • 
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Continental 
forced to call 
EGM over 
Pirelli deal 


$ 17 
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By Andrew Fisher in Frankfurt 

CONTINENTAL, the German 
tyre company, has been forced to 
call an extraordinary general 
meeting for early next year at the 
request of a group of small share- 
holders to try to clarify fho situa- 
tion arising from the disputed 
merger proposal presented by 
Pirelli of Italy. 

The German company's move 
was prompted by the can from 
Mr Alberto Vicari, a Wiesbaden- 

based an BCU to 

be held, so that shareholders 
amid have a chance to malt** up 
their own minds whether Conti- 
nental should remain indepen- 
dent or not. The meeting will 
take place by mid-March at the 


Continental, headed by ctnaf 
executive Horst Urban, has 
rejected the financial terms of 
the Pirelli proposal, though It has 
aaiA it remains willing to talk. 
Pirelli, which said it had nnthfng 
to do wifchMr VIcari’8 action, has 
matte dear that the figures in the 
dnrawnAWt amnmpafiy fn g ' its pro- 
posal were meant more as a baste 
for diarmarifin than as definite 


Mr Vicari, a German rifacn 
who r ep rese nt s 5 per cent of the 
Continental shares held by him- 
self and others, armnunrart last 
week that he wanted an EGM. He 
said two alternative motions 
abound be proposed: either that 

the rainpany ram am fmtepawdwnt 


and thus gtrang th en Its ■e t a fiitea 
accordingly; or that the way 
should be opened for a merger 
and that the 5 per cent voting 
restriction be removed. 

Mr Vicari said he was firmly 
opposed to the terms of the 
Pirelli proposal, as it was under- 
stood to date - the Ttaiian com- 
pany has not spelt out the details 
of Its merger concept publicly - 
and suggested instead a merger 
which would not mean Continen- 
tal increasing its debt 

Pirelli has proposed that Conti- 
nental buy its tee assets as part 
of a merger. Mr Vicari said the 
best way would be for Pirelli to 
exchange Its tyre business for 
Continental shares. In fact, 
Pirelli derided against this as it 
could lead to legal delays. 

• Pirelli Prodottt Diverstflc&ti. a 
diversified holding company 
within the Pirelli group, arid yes- 
terday it had acquired a control- 
ling stake in the K-Way group, a 
French sportswear manufacturer, 
through STL Snperga. Financial 
details of the acquisition were 
not disclosed, AP-DJ reports. 

The K-Way group, best known 
for its ftrig* of winter »n«i out- 
doors clothing, also includes 
Eider, maker of the High-Tech 
Actlonwear Hub of outdoors 

dnHioB 

K-Way will also be an official 
supplier to the 1992 Winter Olym- 
pics In Albertville. 
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Picture of profit: John Constable’s Flaiford Lock and Mill Mts a price of £2.4m in the days of the art market boom 

Gavel falls on Christies jobs 

Clare Pearson reports on cost-cutting at the international auction house 


VW pays Pta20bn for 
remaining SEAT stake 


By Kevin Done in London . 

VOLKSWAGEN of Germany, the 
lo a ding European car producer, 
yesterday, completed the acquisi- 
tion of a 9938 per cent stake in 
SEAT, the formerly state-owned 
Spanish car mafr^r . 

VW bought a 75 per cent stake 
in SEAT from Institute National 
de Industrie GNU. the Spanish 
state holding company, in two 
stages in 1986 for Pta60bn 
($631mX 

After injecting 6207m in fresh 
equity capital at the end of 1988, 
Volkswagen increased its stake 
to 76 per cent. Yesterday it 
acquired 19.98m shares at 
PtaXOOO per share or a total of 
Ptal938bn bringing its stake to 


99.98 per cent. The tenteining 
shares are owned by private 

whamhhldera. - r 

The total purchase price for 
SEAT amounts to almost 
Pt aBCto n. 

VW’s first contract with SEAT 
was in 1982 in the form of a lim- 
ited seven-year production licenc- 
ing agreement for the small vol- 
ume assembly of certain VW 
models - notably the Polo - at 
SEAT’S Pamplona plant 

SEAT has since become an 
integral part of the VW group. It 
has been returned to profitainb 
tty, and it Is now in the midst of 
an ambitious Pta670bn 10-year 
investment programme. 


C hristies Tnteraafinirtf^ (he 
auction house, yesterday 
announced its first big 
Cuts in staffing since the dark 
days of recession in 1974. This 
came hard an the heels of similar 
news last week from its arch 
rival, Sotheby’s. 

Christies said it was cutting 
146 Jobe worldwide, jnrfiutfwg 60 
in the UK, to reduce staff costs 
by about £4m ($7.7m) or 10 per 
rmt The jobs range ft ™ secu- 
rity staff mad clerks to valuers, 
David Tyler, fiaanre director, 
yesterday stressed Christies was 
not abandoning any areas of 
expertise though it would seek to 
merge departments where it 
could. "But where we, say, had 


nbvrwB Wlfl. have two,* he said. 

The cost-cutting does not stop 
at the lower renkw. S enior man- 
agers and main board directors 
are also accepting a hanp salary 
freeze. Together with much lower 
profits to share between them, 
the freeze could substantially 
reduce the emoluments of the 
board which last year awarded 
£190,000 to tiie highest-paid direc- 
tor. 

But a cut of some £4m is not 
going to make much of a dent on 
costs erf sales which during the 
first half rose to more than £68m 
(£57m), as Christies geared up for 


GBUSTZE’S worldwide sales for the mam season totalled 5334m 
($M8aO, a AO Of BO per cent ore the record S875m in the same 
months of 1989. 

The slowdown in the art market in the past three months is 
co n ce ntrate d in a fiwr s ec tors. Impressionist and Modem art produce 
40 per cent of Christie’s turnover, and a Mgfcw pro p ortion of its 
profits. In the antmnw of 1989, this sec t o r brought In £309m in sales; 
in the last three months, £8Bm. 

The Japanese bought less this autumn and American buyers scarcely 
feature d at the r— 4»t sales. Despite Christie’s advice, marry sellers 
*— on Ugh reserve prices and there was a sharp rise in 
lota. In the main London sale of Impress ionist and Modem art In earl y 
December, which totalled 3103m, only 24 of the 63 lots were sold. The 
corres p onding unction of 1989 brought in £76JSm. 

Contemporary art did almost as badly, and there were disastrous 
■u M Lu i a of and v*ig r «» paintings. Demand held np g ni te 

wen In Old Master pictures, fiunitare, and silver. Christie’s has other 
coresolwtinns- tmno ve g mas still at the level of 1987-88, and results 
from rival Sotheby's w&l be equally depresting later this week . 

.. . . Antcoiy-Thomcroft 


However, forecast pre-tax profits 
of £10m to £20m will seem light 
years away from 1989's £6634m 
(£42 .48m). 

Unlike Sotheby’s, which has 
announced the closure of several 
smaller offices, Christies has no 
such retrenchment plana. It la 
financially stronger, with no debt 
in its balance sheet That should 
also mean that it will not be 
driven to much greater staff-cut- 
ting measures - a move which 
would risk undermining the rep- 
utation that makes up so much of 
its value. 

In theory, then, Christies can 
batten down the hatches and 
wait until the next stage of the 
cycle. 


further rapid growth in the mar- 
ket. That compared with turn- 
over of 005.19m (£90. 11m). 

At the interim stage, these 
costs can be divided as follows: 
£4538m for auction and print, 
comprising principally salaries, 
catalogues and advertising; and 
OMBm (£20.77m) for items such 
as administrative st aff, rents and 

Mr Tyl®r says that because so 
many of these oosts are variable, 
there is a tot of scope for further 


reductions. Insurance costs, for 
instance, vary with the estimated 
value of sales, catalogues can be 
produced on a less lavish scale, 
and soon. 

He declined to put a precise 
figure on the total reduction in 
costs he envisaged, but indicated 
it was about 10 per cent. 

Analysts expect that cut in 
costs to be enough to keep the 
company In profit throughout 
1991, on the basis that there will 
be no improvement in sales. 


H owever, since the com- 
pany’s profits vary imme- 
diately with sales levels, 
it is at least an uneasy situation 
for shareholders contemplating a 
possible further deterioration in 
the art market in 1991. 

Perhaps none will be more ner- 
vous than ADT. The electronic 
security and auction group owns 
more than 20 per cent of the 
shares and was still increasing 
its stake this year before the 
shares hit a high above 400p. Yes- 
terday the shares closed 8p down 
at I59p. 
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Leisure investments of up to 
£160m led to Polly collapse 


By Richard Waters in London 

TENS OF nrilBons of pounds of 
Polly Peck International's money 
was paid out during the summer 
as up-front payments for pro- 
posed leisure developments on 
which work has not yet started, 
it ha * emerged. 

The greenfield developments, 
in northern Cyprus and Turkey, 
form a substantial part of recent 
Polly Peck property investments 
which administrators put at over 
UOQm, and which could be as 
high as £160m. The investments 
led directly to the group’s cash 
crisis and eventual collapse in 
tiie ensuing weeks. 

PoDy Peck invested the money 
some time bet w een the beginning 
of July and the end of September, 
by which time the company’s 
ft qrrifKty position was under can- 

whfarwhTn gtisin. 

' The investments were made 
later than the suspicious pay- 
ments which formed the basis of 
the 14 theft charges brought 
against Mr Ami Nadir. Polly 
Peek’s and rfritef execu- 


tive, at the weekend. 

During the three summer 
months, the group’s cash bal- 
ances in northern Cyprus wore 
run down by £160m. Most, if not 
an, tit tins was used to fund the 
leisure developments com p rttiTig 
proposed hotels, a holiday vil- 
lage, and other developments. 

On October 3, Polly Peck 
announced it was halting pay- 
ments to its bankers due to 
liquidity problems. Three weeks 
late it watt into administration 
- after Mr Nadir, failed to come 
up with the £70m in cash which 
bankers had demanded to keep 
the group afloat 

The greenfield investments 
have come to light only in recent 
days, following the break- 
through made by one of the 
administrators - Mr Richard 
Stone of Coopers A Lybrand -in 
gaining access to Polly Peck’s 
subsidiaries in northern Cyprus. 
An injunction on the island had 
earlier barred access to the com- 
panies, making tt impossible to 


trace around £20Qm of Polly Peck 
cash in the area. 

Mr Stone is understood to have 
passed information about the 
property investments to Mr 
Christopher Morris, another erf 
the administrators, who was 
appointed by the court to investi- 
gate the possibility of claims 
against Mr Nadir and bis follow 
directors, as well as Polly Peck's 
auditors and advisers. 

Mr Morris is believed to have 
been investigating whether any 
of Mr Nadir’s actions may have 
cont ributed to the company 

g tfilrtg fldmlnlg fiTMtirtin 

Meanwhile, relations be tw een 
tha administrators and tim north- 
ern Cypriot government appeared 
yesterday to be -thawing. Mr 
Stone said he had received con- 
tact from a .high, level in the 
island’s government indicating a 

wdmgness to co-operate with tiie 
administration - in marked con- 
trast- to earlier warnings from 
Cypriot officials that Polly Feck's 
assets would be nationalised. * 
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Murray Pezim is barred from 
trading on Vancouver exchange 


UJatt flipped 

hts ilJ ^ steam, power. 


Br Bernard Simon In Toronto 

MR MURRAY PEZIM, the cot- 
onrful Canadian mining pro- 
mote whose name is virtually 
synonymous with the Vancouver 
stock exchange, has been barred 
from trading on the VSE for a 
year. 

The British Columbia Securi- 
ties Commission imposed the ban 
on Mr Pezim and two other min- 
ing executives for allowing two 
companies under their control. 
Prime Resources and Calplne 
Resources, to contravene disclo- 
sure requirements and mislead 
the VSE on a niimhnr of occa- 
sions last year. 


Prime and Calplne were the 
most heavily traded stocks on the 
VSE in 1989 thanks to their 
involvement in the discovery of 
gold on the Eskay Creek property 
in northern British Columbia. 

The charges against Mr Pezim 
and his two colleagues, Mr John 
Ivany and Mr Lawrence Page, 
include allegations that Prime 

end fMpnnft failwri tn nrakg tfunaly 

disclosure of drilling results at 
Eskay Creek, and that the three 
men re-priced their share options 
in tiie two companies during the 
drilling programme. 

The commission said: “it is 


damaging to public - confidence 
and prejudicial to the public 
interest when such significant 
market participants contravene 
bask: and fundamental rules." 

The three were also ordered to 
pay two-thirds of the costs 
incurred by the rornihtoaon and 
the superintendent of brokers in 
probing the case. The erne-year 
trading ban takes effect on Janu- 
ary L 

Mr Pezim, 69. is credited with 
spearheading the nramring and 
development of the rich Hemlo 
gold field in north-west Ontario 
in the early 1980s. 


In his desire for a cop of tea. Jam 
discovered a whole new sourc 
of potential power: At Toshiba, we 
understand that inspiration for new 


of tea, James bendy develop breakthrough products 
new source like our 4M DRAM semiconductor; 
xdriba, we and apply it to new technology such 
in for new as our laptop computers, medical 


ideas can come from anywhere. That’s imaging equipment and more. 


the basis behind our dedication to 

research and devefopment 
And it*s how we consis- 


tionto 

TOSBU' 


A commitment to quality, in our 
k products, in the world around us. 
> That’s the power behind Toshiba. 


TOSOH 4M HUH 


La Touch with Tbmorrow 

TOSHIBA 
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NFC boosts 
pre-tax 
profits 8% 
to £91. 1m 

By David Owen 
In London 

LOWER interest costs and a 

reduced contribution to its 
employee profit-sharing 
scheme enabled NFC, the for- 
mer National Freight Consor- 
tium, to report an 8 per cent 
improvement to £97.7m 
(S185.6 m) in annual pre-tax 
profits. 

This was marginally htgtwr 
than the directors’ “best view" 
projection of £97m and was 
achieved In spite of a change 
in depredation policy and dou- 
bled redundancy costs. 

Turnover for the 83 weeks to 
October 6 was ahead 9 per cent 
at £1.83tra, compared with 
£1.4Sbn in the year to Septem- 
ber 30 1989. Taxable profits In 
the year-earlier period were 
£SKL2m. 

Operating profits were down 
5 per cent at £108. 7m, with the 
transport division, which con- 
tributed only £87 (£37-2m), 

the principal source of weak- 


Loglstics, property and 
home services each contrib- 
uted slightly more than a year- 
earlier at £31 Jim, £28 .Sm ami 
£25J5m respectively. 

Earnings per share 
advanced llper cent to 13.6p 
(12.2p). A final dividend of 
LBp was recommended, mak- 
ing a total of 5.65p - op 14 per 
cent. 
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Yorkshire TV 

may make bid 

YORKSHIRE Television may 
bid for its neighbour, Tyne 
Tees Television, in next year's 
competitive tenders for com- 
mercial television licences, if 
government rules are con- 
firmed, writes Raymond 
Snoddy in London. 

The British government has 
made dear that the Larg- 
est ITV companies, jndndhtg 
Yorkshire, will not be able to 
control each other. Tyne Tees 
has been placed in the group 

Of mwnw enmpnirinc rtin* ram 

be controlled, and the govern- 
ment is Hkuy to allow bids 
from neighbouring companies. 
Another option would be for 
Yorkshire and Tyne Tees to 
agree to merge. 


Echo Bay writes off $39m 
as gold producers struggle 


By Bernard Simon In Toronto 

A GROWING number of North 
American gold producers are 
running into trouble on mining 
projects which are unable to 
pay their way at prevailing 
h uffin g prices. 

Echo Bay Mines of Edmon- 
ton said yesterday that It Is 
writing off OS$39.7m of Its 
investment in the Robinson 
gold mine in Nevada and other 
properties in the Alta Bay joint 
venture, in which it has a 40 
per cent equity interest 

Echo Bay has exchanged its 
interest in the Robinson lease 
tor a royalty on future produc- 
tion at the mine plus 0SJ2m in 
cash Cram its joint venture 
partner, Alta Gold of Salt Lake 
City. 

The Robinson mine, which 
produced 7&£00 ounces of gold 
last year, has been running at 
a loss for nearly two years. Its 
cash production costs were 
USS330/OZ in the first nine 
months of this year, plus 
US$39 /qz in royalties paid to 


the US mining group Kenne* 
cott, which holds a lease on the 
property. Output at the entire 
Alta Bay project, which 
Includes four other smaller 
properties, has fallen well 
short of production targets. 

The Robinson mine is one of 
many new North American 
producers whose success was 
predicated between 1986 and 
1988 on a prevailing bullion 
price above 3400/oz and expec- 
tations among gold mining 
optimists that it would move 
even higher. With the price 
now hovering at about $380, 
several companies are ftnMnsr 
that both their management 
and financial resources have 
been over-extended. 

The owners of the new Cdo- 
mac mine In the Northwest 
Territories wrote off US$14S-5m 
of their investment last month 
as a result of lower-than-expec- 
ted ore grades and bullion 
as well as the strong 
mad Ian dollar. Earlier this 


week. North American Metals 
of Vancouver announced a 
C$24m writedown of its half- 
share in the Golden Bear mine 
in north-west British Colum 
bia, which began operations 
last January. 

Corona of Toronto earlier 
fids year wrote off the entire 
CSlGlm value of its Nickel 
Plate gold mine in British 
Columbia. 

Mr John LydalL wrinfag ana- 
lyst at First Marathon Securi- 
ties in Toronto, said that “a 
number of these operations 
assigned ore reserves at higher 
gold prices. With lower prio 
mining engineers are ""di 
out that the gold is not there in 
economically mineable f or m” 

As a result, the share prices 
of Canadian gold producers 
have fallen sharply in recent 
months. Echo Bay, tor exam- 
ple, was trading yesterday at 
C$9 on the Toronto stock 
exchange, down from a 1990 
peak of C$24J38. 


ABB to buy German energy unit 


By Andrew Fisher in Frankfurt 


ASEA Brown B overt (ABB), 
the Swedish-Swiss engineering 
group, will today sign an agree- 
ment to buy Energiebau Dres- 
den, an east German energy 
concern which employs 2,100 
people. 

ABB is one of the companies 
winch showed early interest in 
investing in east Germany, sin- 
gling out energy production, 
electricity supply, industrial 
automation, environmental 
technology, and transport as 
the sectors in which it was 
most interested. 


Details of the Energiebau 
Dresden transaction will be 
announced at a joint press con- 
ference in east Berlin with the 
Treuhand, the agency in 
charge of pr ivati sing east Ger- 
man industry- The deal will be 
signed by ABB’s large west 
German unit, based in Man- 
nheim. 

ABB said earlier this year it 
hoped eventually to achieve a 
turnover of some DM2bn 
($L3m)in the five new states 
formerly known as East Ger- 
many. It «dd it was piawTifap 


to form Joint operations with 
about 20 east German compa- 
nies, including Bergmazm-Bor- 
sig (power stations) and the 
Cottbus automation plant man- 
ufacturer. 

ABB’s proposed investment 
follows last week’s confirma- 
tion that Opel, the German car 
subsidiary of General Motors of 
the US, was to invest DMLbn in 
an east German venture. 
Volkswagen has begun a 
DM5bn programme, while Mer- 
cedes-Benz plans a DMibn 
truck plant 


Lloyds Bank to sell further SMH stake 

By Katharine Campbell in Frankfurt 


LLOYDS Bank of the UK is 
selling a further stake in 
Schrfider Munchmeyer Hengst, 
its German investment bank- 
ing subsidiary, cementing the 
Frankfurt institution's creden- 
tials as a private German bank 
by creating 19 new partners. 

Rescued from near-collapse 
by Lloyds In the early 1980s, 
SMH has successfully regener- 
ated Its business, particularly 


cm the merchant hawking side. 
Two years ago, Lloyds sold just 
under 5 per cent of its 100 per 
cent holding to five liable part- 
ners to allow the bank to culti- 
vate a private and specifically 
German banking ethos. 

Mr Ebethard Wetershduser, 
co-chairman of smtt, mid the 
creation of the new partner- 
ships, which together repre- 
sent “under 5 per cent” of the 


hank’s equity, was unique in 
the German fimmnial world. 

The partners, the youngest 
of whom is 37, and who, unlike 
the original five, do not bear 
personal liability, may in time 
be able to increase their share. 
New partners may also be 
added, after three years with 
the bank, but Lloyds has «aid 
it wishes to retain at least 75 
per cent of SMH. 


NEWS IN BRIEF 


Agnelli 
parent net 
up 39% at 
halfway 

ISTITUTO Finanziarlo 
Industrials (XFD, the 
holding company of the Agnelli 
family, reported a 39 per cant 
rise in first-half 1990-91 net 
profits to L205bn (8183m), 
against L147bn in the corre- 
sponding period last year, 
writes Haig Slmanian. 

Dividends from associated 
companies amounted to a net 
L168bn, while capital gains 
from the sale of activities anA 
other interests were almost 
L80bn gross of tax. The book 
value of IFFs total inv es t me n t 
portfolio in the period rose by 
a net Ll86bn to Ll,078bn. 
Given the margin of over 
L2,500bn between book and 
market values, the current 
market value of IFTs quoted 
holdings now stands at well 
over L3,500bn. 

■Trading in shares of Amer, 
the diversified Finnish group, 
was suspended temporarily 
ahead of an announcement by 
Mr Bwflrfci o. SaTnrwn, chair- 
man and rhwf executive, thgfr 
he would resign the post from 
the end of February because of 
Sl-health, Reuter reports. 

The group said he would 
retain an advisory capacity 
and look after the group’s 
international relations. Mr 
Raimo Taivalkoski will take 
over as rfontnwan. 

■ Aussedat Bey, the French 
paper company owned by 
International Papa: of the US, 
said it would spend about 
FFr2bn ($40Gm) to double the 
capacity of its paper pulp fac- 
tory in SaiHat, central France, 
Reuter reports. The new unit 
will begin production in the 
second quarter of 1993. 

■ Danisco, the Danish food and 
beverages, food ingredients 
and packaging group, reported 
profits before extraordinary 
items up by 15 per cent to 
DErSSlm (J92.7M) in the half 
year ended October, writes 
Hilary Barnes. 

After extraordinary income 
of DKrlSlm, mainly from, the 
sale of the L Krfiger water 
purification company, pre-tax 
profits were ahead 82 per «»nt 
to DKi712m. 


Astra drug on course to 
inject dose of optimism 

Robert Taylor examines how the Swedish company 
is making impressive inroads into world markets 


A STRA, Sweden's big- 
gest pharmaceutical 
company and one of 
the few bright lights on the 
gloomy Stockholm bourse this 
winter, is looking forward to 
further market breakthroughs 
in the sale of its successful 
anti-peptic ulcer drug; Losec. 
before the end of the year. 

A decision Is imminent from 
the.US Food and Drug Admin- 
istration to give the final 
go-ahead for its use in the Ini- 
tial treatment of duodenal as 
wen as gastric ulcers In the 
all-important US market. This 
follows a recommendation for 
approval last May by an advi- 
sory committee of the FDA. 
The drug has been used for the 
treatment of acute ulcers in 
the US since September 1989. 

The further breakthrough 
for Astra in the US seems 
likely to intensify Its already 
fierce competitive battle with 
the British company Glaxo and 
its Zantac ulcer drug In a 
lucrative market. Yesterday, 
Astra’s free B shares rose SKz6 
to SKr494 while Glaxo shares 
Ml lip to £EL54. 

This week, at a seminar for 
analysts in Malmo organised 
by Astra, it was suggested that 
Zantac’s world sales were lev- 
elling off though it 8 till 
remained far ahead of Losec in 
the markets where the drugs 
compete. Attacks on Losec's 
efficacy may continue sporadi- 
cally, but Astra is Increasingly 
confident It has a winner. 

Next week, the company also 
confidently expects to win 
approval from the authorities 


iu Japan for the marketing and 
sale of Losec to begin next 
;. Astra is already pre- 
fer its lanncfa in that 
market At the aid af 1988, it 


acquired Hod Pharmaceuticals 
in Japan through its partly- 
owned subsidiary Fujisawa- As- 
tra as a twpaiia nf inrrpngiTig tts 
capacity readv for 
the launch of new drug prod- 
ucts in the Japanese market. 

But it is the impending US 
decision, seen now by Astra as 


a mere formality, that could 
help bring important changes 
in the company . 

Mr Hakaw Mogren, presi- 
dent, said the company was in 
the midst of “intensive negotia- 
tions” with Merck in the US on 



Hakan Mogren: ‘our 
ambitions are long-term 

what their future relationship 
should be after the go-ahead is 
given to the wider ap p lica ti on 
of Losec in the US. 

Under the terms of a 1982 
agreement between the two 
companies, Merck undertook to 
collaborate with Astra’s Swed- 
ish research centres and help 
to register and market Astra 
products in the US. 

According to the first stage 
of the agreement, Astra 
receives licensing income an 
sales but the deal also provides 
for forms of co-operation dur- 
ing the next stage which win 
be determined by the sales vol- 
ume attained. 

"The growth of Losec has 
been very fast; more than we 
expected a year ago," Mr 
Miywi adm itte d. 

Since its launch In February 
1988 in Sweden, Losec has 
made impressive inroads into 
world markets. It has secured 

fr^^andThere have been more 
than 7m patient treatments 
with the drug. Growth has 
been particularly strong in 
Sweden, where it holds about 
33 per cent of market share 
and in France, where penetra- 
tion Is now nearly a quarter. 

Currently, Losec enjoys a 7 
pa cent share in the market 
and sales are increasing at a 
rate of 14 pa cent a yea, twice 
the rate of the overall gastroin- 
testinal market and almost 
three times that of the total 
pharmaceutical market. 

Astra pursued a highly 
aggressive marketing offensive 


with Losec which reflects a 
dear shift in priorities inside 
the company. Mr Mogren said 
yesterday that it had tacreraed 
Its marketing costs fay 85 pa 
c ffl i* this year and would do. so 
fay the «»"o amount in 199L 

-*0ur ambitious are 
long-term.’’ he added, "Our 
products- are vehicles la our 
marketing strategy in the 
build-up of the group. We used 
to he Just a north European 
company, but we have the 
ambition now to become a 
truly international company. 
We have the chance to grow 
systematically and take the 
risk by doing so. We want to 
increase and develop to focal 
markets where we are not yet 
strong enough. 1 * „ A 

Mr Mogren added that Astra 
Is not looking for a mega- 
merger but talked of 
"restricted acquisitions to 
speed up sales to local 
markets." 

At present Losec accounts 
for a fifth of Astra’s sales ami 
it is expected to Increase its 
share In the next few years but 
Mr Mogren asserts: "We are 
not a one-drug company. Wa 
wish to specialise in di f ferent 
n )rfiw! in the market." 

Astra is keen to highlight to 
recent developments in both 
the cardiovascular and anti- 
asthma drug markets. The 
• has a high regard for 


which has already been 
launched in 20 countries. Its 
anti-asthma Bircanyl Tnrfon- 
haler and Pulmlcort Tnrfau- 
haler, launched in Sweden in 
August 1987 and December 
1988 respectively, have also 
both enjoyed rapid market 
growth to 24 countries. 

Certainly the company looks 
in good shape for 199L Over 
the first three quarters of this 
yea profits before financial 
items climbed by 34 pa cent to 
SKrl.84bn <$32Sm) from 
SKrl.37bn in the same period 
of 1989 while earnings per 
share titer tax rose to SKrlUO 
from SKr7A5, a growth of 41 
pa cent 

Mr Mogren is coy about next 
yea’s financial outlook but 
says with understatement “It 
looks very promising." 

London Stock Exchange, 
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For business in the east of Germany, WestLB has addresses 
that can make a decisive difference. 


CXH8 

Deutsche Indualrio- 
und HandetBbank Afi 
(Jmer den linden 28-30 
WB0 Berlin 
Tatephone: 2/228701 
"fete*: 114 127 


WestLB's expertise is now 
available at 10 key locations 
in the east of Germany. 
Through DIHB - the German 
Bank for Industry and 
Commerce. 

DIHB is the new banking 
partner for international com- 
panies in the east of Germany. 


A universal bank for corporate 
customers and a joint venture 
of WestLB and DABA. DIHB 
combines in-depth experience 
and excellent contacts in 
eastern Europe with the inter- 
national business expertise 
and service you expect from 
WestLB. From today, DIHB 
branches in the east of Ger- 


many’s key business centres 
will provide full corporate 
finance facilities, funding for 
building projects, advice on 
new markets as well as help 
in the search for business 
partners. To acquire business 
in the new Germany, contact 
DIHB and get it right from 
the word .go”. 



WestLB 

The Westdeutsche Landesbank 



Italian International Bank Pie 

US$45,000,000 

Subordinated Floating Rate Notes due 1996 

In accordance with the provisions of the Notes, 
notice is hereby given that for the six month Interest Period 
from December 18 , 1990 to June 18 , 1991 
the Notes will carry an Interest Rate of 7%% per annum 
and the Coupon Amount per US $ 10,000 will be US $398.13 

The Agent Bank 

KREDIETBANK 

S.A. LUX EM BOURGEOISIE 


Citicorp Banking Corporation 
U.S. $250,000,000 

Guaranteed Floating Rate Subordinated Capital Notes 
Due July 10, 1997 

Unconditionally Guaranteed on a Subor dinated Ram* by 
.. . . . , Q77CORP© 

£ 3SJ2S J? the Rote of interest has been fixed at 

ft4375.6 and that the interes t payable on the relevant Interest 

25 in 


December 19, 1990 London 

&'■ Citibank, N A (CSSI Dept.), Agent Bank CITIBANKS. 


HERON 

Heron International Finance B.V. 

ECU 40.000.000 

GUARANTEED FLOATING RATE NOTES 1984-1991 

for foe rixmanhs 18 December 1990 
to 18 June 1991 

tachiioiewintnnyaaimeieftndeaf 10.875* 

per Huron snd a coupon amounting to ECU549.79 

USTED ON THE LUXEMBOURG STOCK EXCHANGE 
BY : BANQUE INDOSUEZ 

agent bank 


VESTLANDSBANKEN 
<JS$5,Q0Q,00Q 
Subordinated Floating 
Rate Notes 
Due 1992 

For foe six months, 19 
December 1990 to 19 June 
1991 foe interest rate has 
been fixed at BO0% per 
annum. Interest payable on 
19 June 1991 will be 
US$20,222-22 per note of 
US$500,000 denomination, 

Christiania Bank 
London Branch 
Agent Bank 


Compagnie Bancaire 

5300.000. 000 
Floating rate notes 
due 1995. 

Initial Tranche 

5200.000. 000 

For the interest period 

17 December 1990 to 18 
March 1992 Che notes trill 
bear interest at 14. 10938% per 
annum. Interest payable on J8 
March 1991 per 8100.000 note 
will amount to 03,517.68. 

Agent: Morgan Guaranty 
Trtist Company 

JPMorgan 
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USA and Canada : 
105 companies are in 
the heart of the world's 
leading economic power. 
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Nearly 1,000 companies 
loccted throughout 
Europe. 
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SO companies 
are taking part in the 
industrial development 
of Latin America. 




60 companies 
are participating in the 
development 
of the African continent. 




50 companies 
are contributing 
to the economic 
expansion of Asia. 
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30 companies 
are in one 
of the most dynamic 
areas in the world. 
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When 1991 .begins, we'll be in all continents. In more than 100 countries. 
Actually, we've been in many of these countries for so long, we're part 
of their history. But our name is relatively unknown. 

This is despite the fact that we're the world's first industrial group for 
communication systems. An international leader in energy, transport 





and electrical engineering services. A group with sales of £14.4 billion, 
making us one the world's largest industrial groups. A group that 
daily improves the lives of millions of people throughout the world. 

So on January 1st we'll have a new name : CGE will become 
Alcatel Alsthom. 


I. * ’ 1 


1 A 

L C A T I 

E L 


L S T H OM 


Alcatel Alsrtiom. 54, rue La Boetie 75008 Paris, France 
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FINANCIAL TIMES WEDNESDAY 


DECEMBER 19 1990 


Notice of redemption 

To the Holders of the 
9Vi% Series A Notes Due 1992 
of General Electric Credit Corporation 

(bow known as General Electric Capital Corporation) 


Notice is hereby given, pursuant to the provisions of Section 6 of the Fiscal and Paying Agency 
Agreement, dated as of December 18, 1985, between General Electric Credit Corporation (die 
« Company*) (now known as General Electric Capital Corporation) and Uni on B ank of 
Switzerland, as Fiscal and Paying Agent, and paragraph 5(b) of die Terms and Conditions of die 
above-mentioned Notes (the « Notes* ), that all of the Notes will be redeemed on January 18, 1991 
(the * Redemption Date*) at die price equal to 100% of their pri nci pal amount together with ac- 
crued interest to the fixed for redemption (the « Redemption Price*). Interest on the Notes 
shall cease to accrue from and after the Redemption Date. On and after the Redemption Date, 
the sole right of the holders of the notes shall be to receive die Redemption Price. 

Payment of the Redemption Price win be made upon presentation and surrender of die Notes, 
together (in the case of bearer Notes) with all appurtenant coupons maturing subsequent to 
December 18, 1990, at any of the paying agencies listed below. In the event any such unmanned 
coupons Gail to be presented, the amount of the missing coupons win be deducted from the Re- 
demption Price. 

Union de Basques Suisses (Luxembourg) S. A. 

36-38 Grand’Rue B. P. 134 
L-2Q11 Luxembourg 

Morgan Guaranty Trust Company of New York 
35, Avenue des Arts 
1040 Brussels, Belgium 


Union Bank of Switzerland London Brandi 
122 Leadenhall Street 
London EC3V 4QL England 

The Chase Manhattan Bank, N. A. 

One New York Plaza 
New York, New York 10081 
(Registered Notes Only) 

Coupons which have m atur ed prior to the Redemption Date should be detached, presented and 
surrendered for payment in the usual manner. 

Payment on any Note made within the United States, including by transfer to a United States 
dollar account maintained by die payee with a bank in die City of New York, may be subject to 
reposting to the United States Internal Revenue Service (IRS) and to backup withholding of 20% 
of the gross proceeds (including accrued interest) if the payee fails to provide the paying agent 
with an executed IRS Form W-8 in die case of a non-U.S. person or an executed IRS F or m W-9 
in the case of a U.S. person, hi general, no such backup withholding will be req uire d in the case 
of presentation of bearer Notes for redemption with a paying agent outside of New York, New 
York, if payment is made outside the United States. Information reporting to die IRS will only 
be required with respect to payment on any Note or coupon which is made outside die United 
States if made to a U.S. poison in certain circumstances. U.S. holders who are required to provide 
their correct taxpayer identification number on IRS Form W-9 and who faD to do so may also be 
subject to an IRS penalty. Accordingly, please provide any appropriate certification when pre- 
senting the Notes or coupons for payment 

General Electric Credit Corporation 

(now known as General Electric Capital Corporation) 

By: Union Bank off Switzerland 

as Fiscal and fttying Agent 

Dated: December 19, 1990 



Goldstar Co., Ltd. 

(the “Company") 

(a company i nc orporated with Bruited liability in the Republic of Koto) 

Notice 

to the holders of the 

U.S. $30,000,000 1 % per cent Convertible 
Bonds Due 2002 

of the Company 

(the "Bondholders” and the "Bonds” respectively) 

consftutad by a Ihist Dead doted ilth August 1887 (the “Ttust Dead*) made be tw ee n die Company and 
Trustee Company Limited (the ■'BusteeT as trustee for the Bondholders. 

NOTICE IS HEREBY GIVEN to the Bondholder that 

(0 


(I) 

(W) 


Civ) 


M 


under the provisions ofthe Commons of the Bands end the That Deed, the BondhoUera’ rights of conversion 
of the Bonds (the *Canuerslan Rights") Into fully-paid and nan-asaessabto shares of common stock of tha 
Company (“Common stock”) can be exercised an and alter whichever la *» later of 1 1th February i960 and 
the tenth day after notificatio n by Men* Lynch international & Co. ('Merrai lynch*) to Bondholders of He 
satisfaction that, inter aO*, Common Stock may lawfully be purchased, held and trarafaned by nowesidentB of 
Korea without material restrictions or conditions. The present provisions of Korean law impose restrictions 
which do not permit MerriB Lunch to give the notice indicated above and accordingly the pre-condition far tha 
exarciseof the Conversion Rights is not satisfied at the present time; 

the Company has requested tie Trustee to concur In moiSfytng tha CondMonsof the Banda and the'Bust Deed 
by (totaling from the Conditions of the Bonds the precondition tor the exerctee of the Conversion Ri ght s 
referred to above; 

since, at the request of the Trustee, the Compamr has covenanted, subject to the condition desetfted below; not 
to eocsfciee any right R may have to redeem the Bonds pursuant to CondHkm 7(B) prior to 1st January; 1993 or; if 
earfler, the tanth day after tha date on which Merrill Lynch would, in the absence of such modMcation, be sniffled 
to give the notice Indicated In m above and Merrai Lynch International Umtted has expressed to the Thatfee fts 
opkikm that In the fight of such covenant, such modification is In the best Interests of the Bondholders as a 
whoto, the Thntoe has been able to concur in the proposed motittcattorv. 

such covenant and modWc a Mon are contained In the First Supplemental Hut Deed dated 14th Dec e mber . 

1 990 (the “First Sir'* — J “ 

only on the obtain b 

covenanted in the I 

further notice wiH be given tome Bondhoktero by the Company within 14deys of such consents being obtained; 

coptasoKa) tha Trust Peed andtha Rret Supptemental Thaft Deed, (b) a tatter dated 14th December. 1990 
from Merrill Lynch International Limited to the Trustee expressing its opinion described in (Hi) above, and (c) a 
latter dated 1 4th December; 1 990 from Lee & Ko, lawyers, of Seoul, Korea to the Itustee describing the extent 
of tha restrictions affecting shares held by non-residents of Korea and foreigners are available for Inspection 
until further nadee by Bondholders during normal business hours at the specified offices of the Paytog Agents 
stood baton 

PRMCffiAL R0MNG AGBfT a 

Bankers Trust Compwix 1 Appold Street. Bnudgate. London EC2A 2HE. 

OTHER RAVMG AGENTS 

Banque IntamaMonale S Luxembourg 68 Route d’Eachlj-1 470 Luxembourg. 

Swiss Bank Corporation, 1 Aeschenvorstadt, CH-4002. Basle. 

TUI* notice la given by Goldstar Co, Ltd. 

Dated 19th December, 1990 


The sxfcvnbcmcnt b tamed in compliance ortth the requirement! of the Council of The taensKional Stock 
Exchange of die United Kinplara and the Republic of Inland Limited ("The Stock Exchange") sad doe* not 
constitute an invitation oo an? perron ra subscribe fat or purchase, any iccurioe*. 

AppUcnbon ho* been made to the Council of The Stock Exchange far due Shares and Whrt m In Deoodihid 
Investment CorpaoKton toe- (the "Company") to be admitted to the Official Lift. Such adaUwtan to become 
effective and dealing, in Sham and Warrant* are expected to begin on 24 th December, 1990 . No application b» 
been mode for the Units to be admitted to the Official Lite. 


DEUTSCHLAND INVESTMENT 
CORPORATION INC. 

(art exempted company incorporated with limited liability under the laws of the 
Cayman islands with registered number 355768.) 

Placing of 1,200,000 Units 

at a price of DM80 per Unit payable in full on subscription. Each Unit will 
consist of five ordinary Shares issued at a price of DM 16 each and 
one free Warrant attached enritling the holder to subscribe for one further 
Ordinary Share at a price of DM 16 (subject to adjustment) at any time 
from 31st December, 1990 up to and including 29th December, 1995 

Particulars relating to rhe Company are contained in the Companies Fkhe Service of die 
Stock Exchange and in the prospectus dated 18th December, 1990, copies of which are 
available during the normal business hours until and including 7th January, 1991 from 
the Company Announcements Office of The Stock Exchange, 45-50 Finsbury Square, 
London, EC2A 1DD. (for collection only), and until and including 7th January, 1991 from: 

ROBERT FLEMING & CO. UMTTED 

25 Coprhall Avenue London EC2R 7 DR 

19 th December, |090 


INTERNATIONAL COMPANIES AND FINANCE 


Argentina to sell 150 state companies 


By John Barham in Buenos Aires 


ARGENTINA Is to sell oft some 
150 federally-owned companies 
ne xt year, in a confirmation of 
its aggressive privatisation pol- 
icies. 

Mr Jos4 Roberto DromL pub- 
lic works and services minis- 
ter, said the privatisations 
should he completed by late 
next year. Tha go v ernment had 
already sold seven companies 
since it took office in July 1989, 
he said. 

SEGBA, the Buenos Aires 
riort ri rffry company, will be the 
first company to be sold In 
1991. A recent government 
report said SEGBA was in a 
"critical” state because invest- 
ments had fallen by 51 per cent 
and losses were running at 
dose to HS*30m a month. 

Other companies listed for 
sale include OSN, the water 


,agas 

RT.ma a shipping 
line; and the port authority. 

Concessions to operate ofl- 
fUrtHg . coal mines, federal Mob. 
ways and three railway lines 
will also be auctioned. The 
national mint, the Buenos 
Aires und e rgr oun d railway and 
the national grain board are 
also to be sold. 

Mr Dromi also announced 
that the government was wock- 
tng on plans to privatise the 
entire energy sector, including 
YPF, the oil company, and 
Yacyretd, a major hydroelec- 
tric dam «HT1 iraripr construc- 
tion. 

The government plans 
numerous in ffw pri- 

vatisation process. Critics say 
previous privatisations suf- 
fered from improvisation, a 


bwA off transparency, and a 
poorly designed regulatory 

framework. Mr Dromi Said the 

new system would be 
announced by the end of Feb- 
ruary after dose consultations 
with industry and unions. 

However, the minister said 
be already decided that 

each share issue would be han- 
dled by a term rather than by 
a official. He also said 

the government would, ensure 

that the companies were b etter 
managed while they were pre- 
pared for sale. 

The companies sold this year 
were sorely neglected In the 
run-up to their privatisation. - 

Mr Dromi promised that the 
government would improve 
contacts with creditor banks to 
m uin i that flw privatisations 
go more smoothly. Cred- 


itor hanks often have to give buy French 

their approval for privatise- ** 

ttons, smoe loan contracts do AHPTilllAll 
not allow the debtor companies U|/vl AUUU 
to sell assets without prior * 


approval. , _ „ 

• President Fernando Conor 
de Mrilo of Brazil has author- 
ised Mr Ozires Silva, the minis- 
ter- of infrastructure, to extn> 
guish or privatise Lloyd 
BrasOiero, the ailing state- 
owned maritime transportation 

^M^Qriras Siva met yw*ter-:| Georgia-Pacific. another lead- 
day with representatives from ; tog US paper company, tor 
the maritime navigation sectoral FFr525m (JIGSm). 


By Martin Dickson 

in New York 

INTERNATIONAL Paper, the 
US forest products group 
which has been expanding rap- 
idly through acquisitions in 
Europe, inri d it had agreed to 
buy the French operations of 


to deride which option he ; 
would take. Central to bis deci- 
sion will be an evaluation of 
Lloyd's maritime routes. Lloyd 
has debts of 8300m. Irate credi- 
tors have seized nine off the 
company’s ships in port. 


Hongkong 
Bank Canada 
advances 40% 

By Angus Foster 

HONGKONG Bank of Canada 
him bucked the tr end of its par- 
ent and fellow subsidiaries by 
announcing profits up by 
nearly 40 per cent for the year 
wmM October 1990. 

The bank, a subsidiary of the 
troubled Hongkong Bank, 
reported profits of C$48.7m 
(US$4&3m) compared with 
CJB&gm last year. The bank 
said the results were due to an 
improved performance and a 
larger asset base: 

Consolidated assets rose 67.2 
per cant to C$UL2fm. Tim steep 
riee in assets was parity doe to 
thfi takeover oartiaf fofa year 
nf ftp* f hrmnr T.Tny dft Bank Han . 
«wfa Following acq uisition, 
Hongkong Bank of Canada 
became the largest foreign 
fmnV in the country. 

The result contrasted 
Sharply with recent profit 

annnmTirgimmt a by the hanlr 

and its subsidiaries. In August, 
the Hongkong Bank reported a 
20 per cent drop in pro fits , the 
first such drop far 20 years, 
while its US and Australian 
subsidiaries have lost money 
this year. 

Meanwhile, senior govern- 
ment in Hong Hang 

yesterday moved to play down 
the significance off Hongkong 
Bank’s decision to shift the 

domlrilA of Ha ultimate hnliWng 

comp an y to Tend on - 


A&P earnings virtually flat 


By NHdd Tail in New York 

GBEAT ATLANTIC & Pacific 
Tea, the big US supermarket 
chain, yesterday reported 
third-quarter after-tax profits 
of $32 .05m, virtually flat 
a gafnat fhp comparable three 
months of 1989. 

This compares wit h pi-Sm 
in the corresponding period a 
year ago, ana translates into a 
rise of 2 cents in 
share, to 84 cents, 
the first nine months have 
Increased from Jii2-2m to 
H19Am. 


The company, which owns 20 
per cart of the UK retailer Isos- 
celes. and whose nnrtefat nmgp 
from the traditional A&P 
supermarkets to Food 
Emporium, Waldbaum-’s and 
Farmer Jack stores, conceded 
that Bin m been “very dog- 
gish". It blamed the general 
ec onomi c conditions . 



T urnov er rose from $&55bn 
to y Wta* dur in g (ha 12- Week 
period to December L How- 


Jlm Woods: favours more 
managerial input at Isosceles 

ever, both the sales and profit 
fi gu r e tarfnAi bIt weeks’ con- 
tribution fr o m the 69 Mwpy 
Food Mart stores, which A&P 
acquired in late October. 

A&P ggiri foe cost, of financ- 


ing its Isosceles stake dented 
earnings by around 5 cents a 
share d u r ing the three-month 
period, nWHrmg h fWa factored 
into the 1989 figures as well, so 
co m pa ri sons are not affected. 

The board Is currently dis- 
cussing the long-awaited reft- 
muring nlan far i so gce lp^ Tj»at 

summer, A&P was haggling far 

more management input at 
Isosceles. Mr Jim Woods, group 

c.halrwan j piMra l y^ iff fhla 

did not happen his company 
would not contribute to any 
fresh capital injection. 

• Carter Hawley Hale, the 
beavfly-isdebted Californian 
department store chain, 
reported a slightly larger net 
loss of $14Att in the first quar- 
ter of its year to November S. 

The results were hit by a 
$35m charge for "realigninf 
operations, bat benefit from a 
$30m on the sale of toe 
Thalhimers subsidiary. Interest 
fell from $43m to $34j6m. 


Dragonair expands in China 


DRAGONAIR, toe fledgling 

Himg TTnng a lr ti na /■ant mlViH 

by uk, p»ng K>»ig and Chi- 
nese interests, is opening four 
more in China, writes 

Angus Faster In Hang 
This is part of a plan for the 
airline to become a feeder 
carrier into China to serve 
Cathay Pacific’s hub in Hong 
Kong. 


In January, Cathay Pacific 

orwT (Thfnn In tmma Himal TTUSt 

and In vestment Corporation 
(Cmo, one off Peking’s 
foreign investment campon 


toric control off the toss-making 
Dragonair. 

The two airlines have since 
been co-operating; and Drago- 
nair b«*« taken over Cathay 
Pacific's China routes. 
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Macy to raise 
$119m with 
new shares 

By Nikki Tail 

R. H. Macy, the highly 
leve rag ed PS department store 
noup, said that its existing 
investors had agreed to sub- 
scribe for $U9m of new pre- 
ferred stock In its private 
equity offering . 

This fens short of the 9150m 
which Macy mH it pfennwd to 
raise last, month. 

— However, - the company 
added' tost it had also agreed 

in prinriplo that an affllfatA of 

Sir Ron Sun Shaw, a Hong 
Kong investor who does not 
currently have any interest 
In the US group, should sub- 
scribe for a further $25m of 
stock. 

In addition, the investor's 
afiUfates would be entitled to 
acquire a further $25m of 
shares at the same $3L81 price 
before March 81 next year. 

Separately, a further $l&&n 
of aeries II preferred stock is 
befog aoM to a number of shop- 
ping centra developers. 

Macy, which intends to use 
the money to repurchase Its 
subordinated debt, declined 
to elaborate on which of 
its existing investors had 
been prepared to invest 
new money Into the company. 

• Bramalea, a large Toronto- 
based property devetopar, has 
written off C$115m (USfaOOm) 
from the value of Its land hold- 
ings, giving it a toss of Q6B.7m 
or 95 cents a share far the year 
aided October 31, writes Rob- 
ert Gibbons in Montreal. 

the company, which is con- 
trolled by the Peter and 
Edward Bronfman interests 
through Trizec, earned a peak 
$81801 or 88 cents a share in 
fiscal 1988." Revenues were 
$972m In fiscal 1990, down IS 
percent 

Bramalea has a $6bn portfo- 
lio of property assets, includ- 
ing residential and commercial 
buildings. Shopping centres, 
and a large land oank. 

Operating profit in fiscal 
1990 was $5L5m, down 21 per 
cent, because of depressed 
home sales in Toronto and 
southern California. Most of 
the write-down concerned 
property acquired in the 
Toronto area nearly two years 
ago Iter an estimated $lbm 


The sale includes Georgia- 
pacific's interests in Pea- 
teries Etienne, a Unexboard 
and corrugating medium man- 
ufacturing operation at Artec 
Fapeteries d'Espaly and 
BmbaUages laurcmt, two pack- 
aging plants at LePoy and 
Chalon-anisSaone; and Bts 
Charles Grenier and Rhone 
Valley Packaging, two sheet- 
fog facilities at St Valuer azid 

Beventta-Vangris. 

International Paper said the 
move was a logical ntpMnrion 
of Us longstanding Europ ea n 
container board, converting 
business. 

Georgia-Pacific said the 
operations were Don-strategic 
and it would continue to focus 
an its IK operations. The sale 
would help reduce its debt, 
which rose sharply earlier this 
year when It acquired the 
paper company Great North- 
ern Nekoosa. 

The move followed an 
announcement last Friday by 
international Paper that ft 
planned to take a >21 2m pre- 
tax charge in the fourth quar- 
ter, mainly to cover the sale or 
atom erf assets which axe 
rateglcaBy important or 
not making an adequate 
return. 

The company would not 
reveal the assets earmarked 
for disposal, bnt said all of 
them were in the US. The 
move, it added, followed a 
detailed review of all activi- 
ties. 

Asset sales were expected to 
ge n e ra te as m u ch as S28Qm in 
after-tax proceeds over the 
next three years. The c om p any 
estimated that the pretax 
earning s benefit from Its 
actions would be J3Sm to S40m 
annually. 

Another large US paper 
company. Mead Corporation, 
has announced a series 
of cost reduction and 
restructuring moves which, 
it said, would mean a 
one-time aftertax charge of 
SS&tn to 1890 earnings. It is 
also cutting its 1991 capital 
expenditure from 8500m to 

$3&0m/ ‘ 

Meed said it would take a 
*49m charge to reflect a 
write-down of assets In its 
MnflH imaging di virion, and to 
establish a reserve to fund 
co m mi tm ents to hardware 
partners. 

Malaysian bank 
back In black 
after restructure 

By lint Slong Moon 
in Kuala Lumpur 

BANK B uinipo tra, Malaysia's 
second largest bank, has 
reversed from years of tosses 
to report a M$77m (US$2Sm) 
after-tax profit for the 12 
months ended March 199a 
The group’s accumulated 
losses stood at M£L52bn last 
year. These led Bmntputra to 
restructure Its equity And 
raise an additional MgL Uhn 
in new funds. 

The bank’s pretax profit fear 
last year was MlOOm, com- 
pared with the previous pre- 
tax loss of Mgl.04bn. The 
recovery stemmed mostly from 
a sharp fall hi total expendi- 
tures, from M91.43bn to 

M$433m. 

Bad and doubtful debt provi- 
sioning fell 85 per cent from 
M$842m to MllSOm, while 
“other expenses” dropp e d also 
by 85 per cent from Mf325m to 
Mffffim. Bad debts written oB 
in the year amounted to 
M$29m. 

Two Malaysian banks win 
soon join seven other hnwiring ’ 
groups to be listed on the 
Kuala Lumpur stock 
as a result of a restructuring 
of the flnanrial sector. Ban 
Hin Lee and Hock Hua, two 
regio n al banks, are seeking 
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BANK OF BOSTON 
CORPORATION 

Floating Rate Notes Due 2000 

Issued 12th September 1985 


interest Period 

14th September 1990 

interest Amount per 
U.S. $50,000 Note due 

14th March 1991 

14th March 1991 

U.S. $£005.82 


Credit Suisse First Boston Limited 
AeentBank 
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INTERNATIONAL CAPITAL MARKETS 


German banks search for 
support for futures market 


By Katharine Campbell in Frankfurt 


GERMAN imnirg have been 
forced to search for ways of 
supp orting their domestic 
fixtures market after an embar- 
rassingly slow start to the 
bond contract, launched at the 
end of November in compete 
tion with London. 

While the bund h»n iwwrn p 
one of Uffe’s most successful 
contracts, the German market 
had no indigenous instr ument 
until the Deutsche Tennis 
hfirse (DTE) expanded its elec- 
tronic options system to 
include futures from Nov emb er 

ss. 

German bankers were dis- 
mayed when only an average 
of 2,500 contracts changed 
hands each day (less thaw a 
tenth of Liffe’s business) after 
the fanfare with -which the new 


product had been launched and 
the public promises to bring at 
least a significant share of the 
business hack home. 

The costs of the exchange 
have been steep, and Frank- 
fort’s pretensions as a lea ding 
financial centre could be 
undermined if even D-Mark 
denominated instruments con- 
tinue to be traded more 
actively elsewhere. 

Now Deutsche Ranir has 
reversed its earlier to 

trade where the market is most 
liquid, and has confirmed its 
Edams to “give preference” to 
the DTB. R denies that it is 
bringing anything Wka an its 
business home or that it Is 
transferring any personnel. 

Deutsche Bank's power in 
the German market generally, 


personified not least by the 
Influ e nce of Mr Rolf Breuer, 
managing board director at 
Deutsche and chairman of the 
DTB, Is likely to ensure a cer- 
tain following among the other 
German banks that have been 
using T.f ffp 

Bid most traders are reluc- 
tant to bow to “political- pres- 
sure, preferring to deal where 
they can make money, namely 
in the more liquid market. 

In the opening half-hour yes- 
terday, some 1,500 contracts 
were traded an the DTB, with 
only about a third of that vol- 
ume pot through Liffe. But the 
pattern soon reverted to nor- 
mal, with volume for the day 
on the DTB 2,668, compared 
with 13,750 on Liffe., ezclndihg 
the latter’s after hours trading. 


Treasuries rise on cut in discount rate 


By Nikki Tall in New York and Deborah Hargreaves in London 


US BOND prices rose sharply 
yesterday afternoon following 
the Federal Reserve’s decision 
to cut the discount rate from 7 
to 6.5 per cent, effective from 
today. 

The timing of the move sur- 
prised the market: although it 
had been focusing on some 
possible easing in the wake of 

GOVERNMENT 

BONDS 

a meeting of the Federal 
Reserve’s policy-making open 
market committee in Washing- 
ton, it had hot anticipated the 
discount rate action. 

In the wake of file Fed deci- 
sion the benchmark 30-year 
Treasury long bond rose in 
mid-afternoon by almost one 
point to 107.07, to yield 8.097 
per cent At the shorter end of 
the market, the 7.75 per cent 
bonds due in November 1983, 
rose by % to 101.07 where they 
yield 7.261 per cent. 

With the Fed foods market 
on the strong side the authori- 
ties intervened yesterday 
morning, arranging $2bn of 
customer repurchase agree- 
ments, after Monday's yi shn 
Fed funds were trading 
at 7 ft when the Fed entered 
the market, against Its target 
of VA. 


■THE yield on Japanese gov- 
ernment bonds dipped through 
7 per cent yesterday. As the 
market continues to defy eco- 
nomic fundamentals, according 
to some analysts, breaching 
such a psychological resistance 
point means the yield could go 
up a further 10 to 20 basis 
points. 

The high point for the price 
of the 119 benchmark bond pro- 
duced a yield of 6.99 per cent 
yesterday as the market traded 
in a narrow range and closed 
with a yield of 7.08 per c art. 

The Japanese ministry of 
finance wOi postpone its 


monthly auction of bonds due 
to the holidays. The auction of 
December bonds will probably 
be on January 8 when the MoF 
is likely to sell YTOObn of bonds 
with a coupon that could be &5 
per cent based on current 
prices. 

■IN the UK, gilt-edged securi- 
ties Showed some consolidation 
after the release of disappoint- 
ing public sector borrowing 
requirement figures. But busi- 
ness was slow and the market 
kept in a narrow range. A long 
benchmark issue maturing in 
2003/07 closed at 107.6 to yield 
10.66 per cent 
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US securities 
firms in talks 
on merger of 
‘back offices’ 

By Martin Dickson 

SHEARSON Lehman Brothers 
and Prudential-Bache Securi- 
ties, two of Wall Street’s large 
securities firms, are discussing 
the possible merger of their 
“back office” operations, 
which process dealings in 
securities, in an effort to cut 


Wall Street executives 
stressed the talks were in a 
very preliminary stage and did 
not involve any wider plan to 
merge the two Arm* Neither 

company would «nmnwit. 

But, if the discussions are 
successful they could mark the 
start of a much larger ration- 
alisation of back offices at 
many Wall Street firms, 
involving large cost savings 
and substantial Job losses. 

For the two companies 
would then try to farm out 
their combined services to 
other houses, or seek to bring 
in other firms as direct partici- 
pants. 

Rm-if offices t het r com- 
plex computer systems were 
expanded greatly in the bull 
market of the 1980s, but since 
the 1987 crash many have 
been operating for below 
capacity, leaving firms with 
very large fixed costs. 

Shearson, winch is owned by 
American Express, and Pru- 
jMiflaUtochp — part of Pru- 
dential Insurance - are under- 
stood to have started diking 
some seven to eight mouths 
ago. Each have around 2JX)0 
back office staff, and the com- 
bined cost savings from a 
link-up could be as much as 
$100m a year. 

Some sources suggested yes- 
terday Hip firnu might be ahla 

to reach a very preliminary 
agreement in several weeks 
time, although they stressed 
that combining two separate 
computer systems would be 
extrem ely complex. 


Mitsubishi Corp lifts 
size of programme 

MITSUBISHI Corporation 
Finance has increased the 
of its international medium- 
term note programme from 
fl.2bn to $2tm, the second rise 
in two months, writes Simon 
London. The programme was 
launched in September 
via Merrill Lynch. 


Single market deadline threatened 


By Lucy Kellaway in Brussels 


THE INVESTMENT services 
directive and the related capi- 
tal adequacy directive will top 
tie list of priorities for Luxem- 
bourg when it fakes over as 
president of the Council of 
Ministers in January. 

If both controversial direc- 
tives - on which progress has 
been very slow - are not 
agreed by June next year, the 
January 1993 deadline for the 
single market may be missed. 

The Italian presidency has 
failed in its ambition to get the 
critical legislation for the sto- 
gie market in investment ser- 
vices tied up during its six- 
month term, and on Monday 
evening dropped the item from 
the lengthy agenda of the 
finanna ministers mee tfag 

They will leave the debate at 
a sensitive stage - with mem- 


berstates such as the UK, Ger- 
many and the Netherlands 
grumbling that recent moves 
have been backwards. 

The new draft contains a 
highly restricted definition of a 
“regulated market” that would 
leave out all financial futures 
and other d erivative markets. 

It would also leave new mar- 
kets, such as London’s SEAQ 
International, outside the 
scope of the definition. The 
draft would allow ~ as the 
French the southern mem- 
ber-states have consistently 
urged - member-states to 
insist that trades in certain 
securities had to be carried out 
on regulated markets. 

An earlier commission com- 
promise, that would have 
reduced this right to limited 
circumstances covering small 


investors and only a very small 
range of instruments and 
which would have allowed 
investors to opt out, has been 
emasculated in the latest draft 
from the presidency. 

According to this, even the 
largest institutional investors 
would have to grant a legalis- 
tic permission for each trade 
carried out on their behalf on 
an unregulated market There 
is much disagreement on 
the question of price reporting 

and price transparency. 

According to the British 
camp, the latest proposals con- 
fused the need to be able to 
establish an audit trail to 
detect suspicious deals, and 
the need for investors to have 
good price information at the 
time of dealing. 

The latest proposals would 


probably mean that all trades 
on stock markets would have 
to be made fully transparent, 
even foe very forge ones. This 
would be a serious problem for 
the UK stock exchanges, where 
larger trades are often not 
reported. 

Germany and the Nether- 
lands are also opposed to the 
reporting rules, as the struc- 
ture of their stock exchanges 
could make it physically 
impossible for them to comply. 

There Is more sign of prog- 
ress on other issues. The Span- 
ish had objected that the direc- 
tive would give banks the right 
to become members of their 
stock exchange - something 
that is not now allowed. A way 
round this would be to give 
Spain more time to comply 
with this part of the directive. 


IADB launches Y35bn issue 


By Simon London 

THE Inter-American 
Development Bank (IADB) 
maintained its recent high pro- 
file in ft* intwwiH^nai bond 
market yesterday by launching 
a Y35bn issue, lead-managed, 
by Daiwa, the only new issue 


INTERNATIONAL 

BONDS 


of the day. 

yesterday's bond issue is 
classified as a “dafanyo" deal in 
the nomenclature of the inter- 
national bond markets, being 
a foreign band launched into 
the Japanese domestic market 
bnt with a European 
tigfmg and settlement through 


the Eurobond clearing houses. 

Last week, the IADB 
launched three issues, a 
SFrl50m 10-year issue, lead- 
managed by Credit Suisse, a 
DMSOQm 10-year issue via Deut- 
sche Bank and a S30Qm five- 
year deal via J J Jdorgan. 

The government sharehold- 
ers of the bank are currently 
injecting new equity, which 
could open the way for a bor- 
rowing programme in excess of 
this year’s total of $L78bn or 
$L98bn raised in 1988. Over the 
next four years, the bank 
should receive an additional 
$2&6bn of equity capital More- 
over, bond Investors axe recep- 
tive to paper from triple-A 
rated, sovereign-backed issuers 
in an environment character- 


ised by worries over the credit 
quality of corporate issuers. 

The IADB currently has 
around S9bn of paper outstand- 
ing in the international debt 
mark B ts and total outstanding 
debt burdon of $15bn. But this 
amo unts to 75 per cent of capi- 
tal contributed by triple-A 
rated governments and 
reserves before the recapitalis- 
ation takes effect, so there is 
scppe for further issuance. 

As the recent spate of issues 
demonstrate, the bank has in 
the past focused its borrowing 
programme on the traditional 
Euorband currencies. However, 
next year the bank will be 
active in the market and will 
be looking at new funding 
oppartunites in all currencies. 


ENI plans Ll,402bn floating rate deal 

By Haig Simonlan In Milan 


ENI, the Italian state-owned 
energy and chemicals group, 
announced plans to issue one 
of the most innovative bands 
ever seen on the Italian domes- 
tic market. It will finance 
ENTs acquisition of the Eni- 
mont chemicals joint venture. 

The LL4Q2L5bn floating rate 
deal, to be issued in February, 
win be convertible throughout 
its life into shares of ENTs 
chemical activities in conjunc- 
tion with any future privatisa- 
tion. The coupon for the four- 


year paper wfil be linked to a 
basket of public-sector bonds 
and three-month lira interbank 
interest rates. The first six- 
monthly coupon has been set 
at 6.40 per cent gross. 

The band, which follows last 
month’s decision by Montedi- 
son to drop oat of the long-run- 
ning battle for control of Eni- 
mont, win cover the cost of 
acquiring the 20 per cent of 
Enimont’s shares floating in 
the market 

ENI is offering the minority 


shareholders the same price of 
Ll.650 a share as bid for Mont- 
edison's 40 per cent stake in 
the company. ENI has about 
L2,0OObn in bonds outstanding. 
Recent issues include fixed- 
rate bonds for L500bn matur- 
ing in 1994. 

• Gemina, the financial ser- 
vices group controlled by Flat 
is baying Republic New York 
Capital Markets (Luxembourg), 
the Luxembourg-based capital 
markets subsidiary of Republic 
National Bank of New York. 


CS First Boston 

completes 

restructuring 

CS FIRST Boston, the troubled 
New York-based investment 
bank, has completed a finan- 
cial restructuring which will 
inject 6315m of new equity cap- 
ital into the firm and give CS 
Holding of Switzerland major- 
ity control, writes Martin Dick- 
son In New York. 

CS, the holding company for 
the commercial bank Credit 
Suisse, has raised its stake in 
CS First Boston from some 44J5 
per cent to about 60 per cent 
by providing $300m of new 
equity. 

CS First Boston yesterday 
revealed It had also raised a 
further $15m of equity from 
other institutional investors, 
but did not name them. 

The restructuring also 
involves creating a special lim- 
ited partnership which will 
contain most of CS First Bos- 
ton's troubled “bridge” loans. 
It was Wall Street concern over 
these loans which necessitated 
the bail-out by CS Holding. 

Moody’s Investors Service, 
the credit rating agency, said 
yesterday it was confirming CS 
First Boston’s long-term debt 
and commercial paper ratings, 
to reflect the recapitalisation 
and change of control Moody's 
said CS First Boston would 
benefit from CS Holding’s man- 
agerial and financial resources. 
But added it faced organisa- 
tional and market-environment 
challenges that could crimp its 
fixture performance. 
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TRADITIOICAL OPTIONS 


• First Dealings Dec. 17 

• Last Dealings Jan, 4 

• 'Last Declarations ' March 27 

• For settlement April 8 

For rate, indications see end of 
London Share Service 
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LONDON TRADED OPTIONS 


Trading volumes increased in the 
futures and options marfceta yes- 
terday but prices moved cau- 
tiously through a fairly narrow 
range. Traders said that most of 
the business reflected shuffling of 
institutional positions ahead of 
the Chris tmao/y ear-end period, 
and also the expiry today of the. 
December share options. 

The FT-SE December future 
contract dosed with a 17 point 
premium . with the fair value pre- 
mium at around B — 10 points. 
There were further indications of 
switching from the December 
contract and into the March con- 
tract which comes into full play 
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on January 1. 

Among the share options, much 
of the Interest was stimulated by 
a spate of tax loss deals In the 
underlying equities: equity trad- 
ers planning to sell overnight with 
a view to repurchase the follow- 
ing day often cover the overnight 
risk in the share options market. 

There was demand for British 
Gas call options which were con- 
sidered a suitably cheap substi- 
tute tor the new electricity stocks; 
Gas topped the active options list 
with 2,184 contracts. Second in 
the list was Trusthouse Forte with 
1,832 contracts. British Steel, the 
subject of heavy activity In the 


underlying stock market where 
they featured in a trading pro- 
gramme. rated third active with 
1,270 contracts. 

Other active contracts included 
Grand Metropolitan (946 con- 
tracts, Dixons (935) and Glaxo 
(B41), the last-named attracting 
Interest following a presentation 
to analysts by Astra. Its Swedish 
rival. There was renewed interest 
In Lonrho (867 contracts) as trad- 
ers continued to speculate on the 
prospects for a merger with Gen- 
car. despite a denial from Qen- 
cor. The FT-SE Index option 
reported increased business of 
5J297 contracts against 3,380. 
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Banco Central de Venezuela 

U.S. $87,367,000 

Floating Rate Bonds due 2005 
USD New Money Series B-NP 

Banco Central de Venezuela 

U.S. $87,367,500 

Floating Rate Bonds due 2005 
USD New Money Series B-P 

In accordance with the provisions at the Bends, notice is hereby 
given that for the Initial Interest Period from December 18, 1990 to 
June 18, 1991 the Bonds will carry an Interest Rate of 8K»% per 
annum. The interest payable on the relevant interest payment 
date. June 18, 1991 wfll be U.S. S4&29 per U.S. $1,000 principal 
amount 


By: The Chase Manhattan Bank, ttA. 
Agent Bank 

December 19, 1990 


The Republic of Venezuela 
U.S. $968,562,000 
Collateralized Floating Rate Bonds due 2020 
USD Discount Series A 

In accordance with the provisions of the Bonds, notice is hereby 
given that for the rnitiaMnterest Period from December 18, 1990 to 
June is, 1991 the Bonds wiU carry an Interest Rate of 826% per 
annum. The interest payable on the relevant interest payment 
date, June 18, 1991 will be U.S. $42.97 per U.S. $1,000 principal 
amount 

By: The Chase Manhattan Bank, NJL 

Agent Bank ^^CHABE 

December 19, 1990 


The Republic of Venezuela 

U.S. $211,139,000 

Collateralized Floating Rate Bonds due 2020 
USD Discount Series B 

In accordance with the provisions of the Bonds, notice is hereby 
given that for the initial Interest Period from December 18. 1990 to 
June 18, 1991 the Bonds wil cany an Interest Rate of 854% per 
annum. The interest payable on the relevant interest payment 
Ctete, June 18, 1991 win be U.S. $42.97 per U.S. $1,000 principal 
amount 

Ely: The Chase Manhattan Bank, FLA. 

Agent Bank ACHASE 

December 19, 1990 


The Republic of Venezuela 

U.S. $298,698,000 

Floating Rate Bonds due 2008 
USD Debt Conversion Series IL 

In accordance with the provisions of the Bonds, notioe is hereby 
given that for the initial Interest Period from December 18, 1990 to 
June 18, 199T the Bonds win carry an Interest Rate of 8%% per 
annum. The interest payable on the relevant interest payment 
date, June 18, 1991 will be U.S. $43-29 per U.S. $1,000 principal 
amount 

By: The Chase Manhattan Bank, MA. 

Agent Bank a^CHASE 

December 19. 1990 




The Republic of Venezuela 
U.S. $66,732,000 
Hosting Rate Bonds due 1991 
USD New Money Series A-2-P 

The Republic of Venezuela 

U.S. $66,732,000 

Hooting Rate Bonds due 1991 
USD New Money Series A-2-NP 

In accordance with the previsions of the Bonds, notice is hereby 
given teat for tee Interest Period tram December 18, 1990 to 
January 18, 1991 the Bonds wffl carry an Interest Rate of B’Vfc'X, 
per annum. 

NOTE: It is contemplated that Bonds of both the USD New Money A-2-P 
Series and USD New Money A-2-NP Series wfll be exchanged on 
January 18, 1991 for Hke amounts of the USD New Money B-P 
Series and the USD New Money B-NP Series of Banco Central 
de Venezuela Floating Rote Bonds due 2005. 

Subject to the exchange of the Bonds of the USD New Money 
A-2-P Series and the USD New Money A-2-NP Series as 
contemplated, an "Interest Differential Amount” of U.S. $0.11 per 
U.S. $1,000 principal amount of such Bonds will be payable on 
January 18, 1991 (and no other Interest amount wffl be payable 
thereon). 

Bonds of the USD New Money B-P Series and the USD New 
Money B-NP Series (received in such exchange) w$ carry an 
Interest Rate ot 8'fr% per annum for the Interest Period from 
December 18, 1990 to June 18. 1991. Interest lor such fuU six 
month period wHI be payable to holders of Bonds of the USD New 
Money B-P Series and USD New Money B-NP Series on June 18, 
1991. 

By : The Chase Manhattan Bonk, NA. 

Agent Bank ACHA8E 

December 19, 1990 


Banco Central de Venezuela 

£5,987,500 

Floating Rate Bonds Due 2005 
STG New Money Series B-NP 

Banco Central de Venezuela 

£5,987,500 

Hosting Rate Bonds due 2005 
STG New Money Series B-P 

In accordance write tee provristons ofteo Bonds, notes Is hereby 
given teat for tee Initial Interest Period from December 18, 1980 to 
June 18, 1991 the Bonds wB carry an In t e rest Rate of14fe% per 
annum. The interest payable on tee relevant interest payment 
date, June 18, 1991 will be £35.99 per £500 prfrcfcai 

amount 

By. The Chase Man ha t tan Bmk,N A. 

Agent Bank /scaiAflE 

December 19. 1990 


The Republic of Venezuela 

U.S. $205,471,500 

Floating Rate Bonds due 2005 
USD New Money Series A 

tn accordance with tha provisions of the Bonds, notice is hereby 
given that for tee initial Interest Period from Oecember 18, 1990 to 
June 18, 1991 tee Bonds will carry an Interest Rate oT8%% per 
annum. The Interest payable on the relevant interest payment 
date, June 18. 1991 wffl be U.S. $43.92 per U.S. $1,000 principal 
amount 

By: The Chase Manha t ta n Bank, N A 

Agent Bank ascMABE 

December 19. 1990 


The Republic of Venezuela 

U.S. $5,352,811,000 
Floating Rate Bonds due 2007 
USD Debt Conversion Series DL 

In accordance with the provisions of the Bonds, notice is hereby 
given teat tor tee initial Interest Period from December 1 8, 1 990 to 
June 18, 1991 the Bonds wiB carry an Interest Rate of 8S»% per 
annum. The interest payable on the relsvant interest payment 
date, June 18, 1991 wffl be US. $43.29 per U.S. $1,000 principal 
amount 

By: The Chase Manhattan Bank, NA. 

Agent Bank asCHASE 

December 19. 1990 wBr 


The Republic of Venezuela 
£119,402,500 
Floating Rate Bonds due 2007 
STG Debt Conversion Series 

In accordance with tee provisions of tee Bands, notioe is hereby 
given that for the initial Interest Period from December 18, 1990 to 
June 18, 1991 tee Bonds wifi cany an Interest Rate of 142h% per 
annum. The interest payable an the relevant interest pay me nt 
date, June 18. 1991 wffl be £35.99 per £500 prtodpal 
amount 

By: The Chase Manhattan Bank, NA. 

Agent Bank ASCHA8E 

December 19, 1980 


The Republic of Venezuela 

£4,599,500 

Hosting Rate Bonds due 1991 
STG New Money Series Ar2-P 

The Republic of Venezuela 

£4,599,500 

Hoating Rate Bonds due 1991 
STG New Money Series A-2-NP 

In accordance with the provisions of the Bonds, notice is hereby 
given teat for tee interest Period from December 18, 1890 to 
January 18. 1991 tee Bands will carry an Interest Rate of 14N% 
per annum. 

NOTE: It is contemplated that Bonds of both the STG New Money A-2-P 
Series and STQ New Money A-2-NP Series wiD be exchanged on 
January 18, 1991 for Hke amounts of the STG New Money B-P 
Series and the STG New Money B-NP Series of Banco Central 
de Venezuela Floating Rale Bonds due 2005. 

Subject to tee exchange of the Bonds of the STG New Money 
A-2-P Series and the STG New Money A-2-NP Serin as 
co nt e mplate d, an ‘Interest Differential Amount* of £0.06 per 
£500 principal amount of such Bonds wM be payable an 
January 18. 1991 (and no other Interest amount wfll be payable 
thereon). 

Bonds of tea STG New Money B-P Series and the STG New 
Money B-NP Series (received in such exchange) wifl cany an 
interest Rate of 14fe% per annum far the Interest Period Item 
December 18. 1990 to June 18. 1991. Interest lor such fufl sbe 
month period wffl be payable to hotdere of Bonds of the STG New 
Money B-P Series and STG New Money B-NP Series on June 18, 

1991. 

By. The Chase Manhattan Bank, N A. 

Agent Bank JMkCHABE 

December 19, 1990 


FIDELITY FRONTIER FUND 

Socle te d’luvestissament a Capital Variable 
33, Boulevard Prince Henri 
L-1724 Luxembourg 

Notice of Annua! General Meeting 

NOTICE is hereby given that the Animal General Meeting of the gbarebaUeri 
of FIDELITY FRONTIER FUND, a Sodeu d'inveninenxnt a capital 
variable organised under (he laws of (be Grand Duchy of Luxembourg ((be 
‘Fund - ), will be hdd ai (he registered office of the Fund, 33. Boulevard Prince 
Ham. Luxembourg, at IlfflO a-m. on Dece m ber 27. 1990, specifically, but 
without tarnation, for (he following purposes: 

1. Presentation of the Report of (be Board of Directors. 

2. Presentation of the Report of the Auditor. 

3. Approval of the balance sheet and income statement for the focal year 
ended August 31. 199a 

4. Discharge of the Board of Director? and the Auditor. 

5. Ratification of the co-option of Charles T.M. Coflu as a Director of the 
Fund in replacement of John M.S. Patton. 

6- Election of six (6) Directors, specifically tire re-election of the following six 
(6) present Director* Messrs. Edward C. Johnson 3d. Charles T.M. Coffis 
Charles A. Fraser. Jean Hamih'us, Harry GA Segg crman and HJF. van 
den Hovm. 

7. El<c»io« of (be Auditor, sperifioHy the election of Coopers & Lybrand, 
Luxembourg. 

8. Declaration of a cash dividend in respect of the focal year ended August 
31, 1990. 

9. Consideration of such other b usin e ss as may property come before the 
wetting. 

Approval of the above Hems of the agenda win require the affi rmati ve vote of 
a majority of the shares present or represe n ted at the Meeting with no 
minimum number of shares present or represented in order for a quorum to be 
present. Subject, to the limitations imposed by (he Articles of Incorporation of 
(be Fund with regard to owner* hip or stores which constitute in the aggregate 
more than three percent (3%) of the outstanding stores, each store b entitled 
to one vote- A shareholder may set at any meeting by proxy. 


Dated: November 30. 1990 


BY ORDER OF THE BOARD OF DIRECTORS 


FIDELITY ORIENT FUND 

Sodete d^lDvestissement a Capital Variable 
33, Boulevard Prince Henri 
L-1724 Luxembourg 

Notice of Annual General Meeting 

NOTICE is hereby siren that the Annual General Meeting of the shareholders 
of FIDELITY ORIENT FUND, a Sodete dlnvestissemcnt a capital variable 
organised under the laws of the Grand Duchy of L ux embo urg (the ‘PuatT), 
win be held u the principal and icg iste i cd office of the Fund. 33. Boulevard 
Prince Henri. Luxembourg, at iiOO noon on December 27, 1990, specifically, 
but withont limitation, far the following pu r pose s : 

I. Indenta t i o n of the Report of the Board of Directors. 

2- Pres en tation of the Report of the Autfitor. 

3. Approval of the balance sheet and income statement for the fiscal year 
ended August 31. 1990. 

4. Discharge of (be Board of Directors and the Auditor. 

5. Ratification of the cooption of Charles T.M. Coffis as a Director of (fan 
Fund in replacement of John M3. Patton. 

6. Election of da (6) Directors, specifically the nsdectioa of the fofiowiag six 
(6) present Directors: Messrs. Edward C. Johnson 3d, Charles m Coflis 
Charles A. Fraser. Jean HamiLrus. Harry G A Seggcrman and ILF. van 
den Kovcn. 

7. Election of the Auditor, specifically the election of Coopera A Lybrard, 
Luxembourg. 

8. Consideration of such other buancm as may property mmr before the 
meeting. 

Approval of (be above items of the agenda will require the affirnrotivato vote 
of a majority of the shares present or repre sen ted at the Meeting with no 
nunumun number of shares pres e n t or represe nt ed in onto for a quotum to be 
(MCMU. Subject to the famtations imposed by the Ankles of Incorporation of 
(he Fund with rejprd to ownership of stares which constitute in the aggregate 
more than three percent (3%) or the outstanding shares, each share h * 

to one vote. A share hol der may act U any meeting by proxy. 

Dated: November 30. 1990 

BY ORDER OF THE BOARD OF DIRECTORS 
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Wessex Water is top of ^itaes 
the interim dividend chart pitch 

disposals 


By Andrnw HHt 

WESSEX WATER yesterday 
ended the water companies’ 
Interim results season with a 
bang — increasing its dividend 
20 per cant to 6-lp, against- a* 
notional figure of 5.07p in the 


It was the largest interim 
dividend rise by any of the 10 
privatised water companies, 
and Wessex partly-paid shares 
rase 8p to 256p. 

Other water share prices 
were marked up. 

Wessex played down the sig- 
nificance of the increased divi- 
dend. The group stressed 
instead that it had kept file 
rise in operating expenditure 
down to 6 per cent in the six 
months to September 30, and 
pushed operating profits up 
horn £24-6m to V31w»- 
Mr Nick Hood, Wessex chair- 
man. said yesterday: “Hie divi- 
dend increase is based on a 


notional figure, which was 
Imposed on us by Schraders 
[the government's adviser on 
privatisation]. We are not in a 
dividend race, fit terms ' of 
pence paid per share we axe in 
the wriddift of the pack.” - 

Wessex's pre-tax profits rose 
from an actual figure ot £&8m 
in the first half of 1989-90, to 
£319m. Had the capital struc- 
ture imposed for privatisation 
been m place at the beginning 
of April 1989, Wessex would 
have maite pro forma pre-tax. 
profits of £30 .5m in the compa- 
rable period. Turnover 
increased from £73. 6m to 
£&L5m, slightly ahead of the 
regulated rate of charge 
increases, and firsfchalf earn- 
ings per share rose from a pro 
forma 28.1n to 32p. 

Mr Hood said the group was 
on schedule with its capital 
expenditure and expected an 


rtWriency saving Of fit l©SSt 4 

per cent on this year's capital 
p rugratnwiB of ElOQm. He added 
that Wessex was intending to 

end disposal of sewage to 
sludg e to sea by 1893, five 
years ahead of the govern* 

meat's deadl ine . 

Last week Lyonnaise des 
Eaux Dumas, the French water 
ana construction group, sold a 
8 per cent stake in We^ex, 
w hich it bought just after deal- 
ing in the shares began last 
December. 

Wessex said it was p l e ased 
disposal ha d brought in 
new institutional investors. 
One buyer was the group's 
largest shareholder. Mercury 
Asset Management, which 
increased its b o Vifag from 12 
per cent to 12.5 per cent, 
held in a number of managed 
funds. 

See Lex 


Triplex Lloyd 19% lower at 
£4.2m following disposal 


MEMBER AFBD 


DOLLAR 
Where Nexr? 

Call for our current views 


CAL Futures Ltd 
Windsor House 
so Victoria Sueei 

London 
SWIK0NW 
Tel: 071-799 2233 
Fwu 071-799 1321 


By Jane Fuller 

TRIPLEX LLOYD, the 
Midlands engineering and 
building products group, saw 
pre-tax profits fall by 1&9 per 
cent in the six months to Sep- 
tember 30. ' 

The decline, from £5.1m to 
EUm, followed the sale of a 
steel casting business, which 
contributed £830,000 last time, 
and a foil in property gains to 
£390,000 (£920,000). 

Operating profit an continu- 
ing activities, excluding prop- 
erty, inched ahead to £5^m 
(£5 im). Interest charges were 
reduced to £L5m (£L7m). 

Overall, turnover Increased 
to £102-2m (£85.6m). Hie dis- 
posal was more than offset by 
acquisitions in Canada and 
the UK, notably a loss-making 
castings business Ster- 

ling, m pitai s pending in 
the power division. 

Mr James Doel, rfutlrman, 
said cost cutting had included 
shedding 10 per cent of the 
near 5,000 workforce. 

Job losses had been heavi- 
est at Sterling and in building 
products. There were further 


Brunning makes 
£1.5m placing 

Brunnlng, the marketing 
group, plaits to raise £L45m 
from a placing of shares to 
e radica te its debt and provide 
working capital. 

The company, which pro- 
poses to change its name to 
Bizkdale Group, announced a 
reduction In pre-tax losses 
from £1.19m to £610,000 for 
the six months to September 
80. There Is no interim divi- 
dend. 

Brunning Is issuing 5.75m 
new shares at 28p apiece. The 
shares have been wmdWnitaiiy 
placed with some existing 
shareholders and new inves- 
tors. 

The proceeds of the placing, 
combined with the £800,000 
Brunning expects to raise 
from a property sale, will wipe 
out its debt of £L75m. 

All the operating companies 
were profitable in the first 
halt apart from Lewis Broad- 
bent, the advertising 

agm ipy . 


Midlands Radio 
drops by £0.5m 

Midlands Badio, which came 
to the stock market In Febru- 
ary, suffered a foil in pre-tax 
profits from £2.1lm to £L65m 
in tiie year to September 30. 
This was in spite of a rise in 
interim profits from £905,000 
to £981,000. 

Turnover was slightly up at 
£10.71m (£10. 64m) in spite of 
the “difficult trading condi- 
tions in the high streets of the 
Midlands dries In which we 
operate", the company said. 

However national revenue 
had been disappointing, foil- 
ing by 7.7 per cent on last 
year. 

Earnings were down at 7.95p 
<9-89p) per share and the final 
dividend is a recommended 2 p 
for a maintained total of 4Jfe. 


MTM appoints 
US chief 

By Clara Pear so n 

BCFM, the specialist chemicals 
group, has appointed Mr 
James Frlederichaen to take 
charge of its expanding US 
operations. He replaces Mr 
David Fyfe, group managing 
direc tor, who is resigning 
from the company. 

Mr Frtederlchsen Is rejoin- 
ing MTM from Staley, US sub- 
sidiary of Tate & Lyle, the 
sweeteners group. He was pre- 
viously MTM’s commercial 
director. 

In October MTM substan- 
tially expanded its US side 
with the £5Sm acquisition of 
the Hardwick Chemical Com- 
pany, financ ed by a two-fbr- 
three rights Issue. 

MTM is not appointing a 
new managing director. 


losses to cow 1 * - 
The power division, which 
includes the Deritend castings 
subsidiaries, saw profit slip to 

g1-9.m (Cl Ktti) 

Mr Doei said benefits of 
Investment and rationalisa- 
tion would show through in 
tiue second half. 

Building products also hdd 
steady at £l- 2 m in difficult 
nrnTf rats. Electrical engineer- 
ing profit was static ai about 

glm. 

Capital spending is due to 
foil below £7m this year, com- 
pared with £10m. 

Tear-end gearing is expec- 
ted to rise from 30 to 35 per 
cent 

Earnings per share fell to 
EL6p (&2p). The interim divi- 
dend is held at 2JSp. 

• COMMENT 

The near halving of Triplex 
Lloyd’s share price between 
February and November 
reflected the gathering gloom 
about the UK sectors that pro- 
vided most of its profits last 
year: automotive, building 


and property. 

While anxiety continues to 
mount about the automotive 
and electrical engineering 
activities, the power divi- 
sion's order book Is strong 
and significant profits remain ; 
to be taken from commercial 
b uilding . 

Contributions should also 
appear from Canada and Ster- 
ling- Assuming the manage- 
ment continues to be tough 
on costs (for all its ideologi- 
cally sound themes), this adds 
up to a y?n«nd-hflif improve- 
ment from core businesses. 
The big imponderable is the 
timing of pr o perty profits. 

If Elm comes through, a 
pre-tax profit of £lGm Is fore- 
cast compared with 812.2m 
last year. While this seems a 
bit optimistic and gives a 
cheap-sounding prospective 
multiple of less than six, on a 
dosing price of 93p, the mod- 
ernised group is well posi- 
tioned for any upturn. . . 

A prospective yield of IQ per 
cent gives further comfort. 


DIVIDENDS ANNOUNCED 


Correa - T 
- Current Date of . ponding I 
.payment payment dividend, y 


Bntfflrarata Int 

CH tndo a te t a fo Int 

Faopel Uniting f Int 

FUCSraaSer int 

Gold G ra an f a aa Int 

J o n a a a Shipman — Int 

MMtamte Radto fin 

NFC fin 

Tinsley Robor Int 

Thornton (GW) S —An 

Triples Lloyd int 

Yorkshire TV fin 

Wessex Water Int 

Waste ool Int 


03 

Fab 15 

-1.2 

.. 

5.025 

1-85 

Jan 31 

1.85 

■■■ - 

43 

0.6 

Jan 4 

0.45 

_ _ - 

1.6 

2L3 

Apr 6 

33 

- 

as 

1 

Jan 25 

. 13 ' 

• 

6* 

2 

Feb 18 

- 

<5 

- 

1.6 

Apr 8 

1.15 

5.65 

4.05* 

0.73 

Jan 31 

0.75 

- 

2.1 - 

2.75 

Mar 4 

2.75 

4.75 

4.75 

2JS 

Feb IB 

23 

- 

7 

8.7 

Mar 22 

a 

12 

11.3 , 

0.1 

Mar 4 . 

- 

- 

10.4 

0.35 

Fab 9 - 

0.35 

- 

23 


Dividends shown pence per share net except where otherwise stated. 
"Equivalent after allowing for scrip issue. lOn capital Increased by 
rights and/or acquisition issues. 5USM stock. -*Fbr 15 months. 


By Clay Harris, Consumer 
Industries Editor 

B pnyvR y esterday continued 
its piecemeal disposals from 
Fitch Lovell, the smalter food . 

group it bough t in Sratomber , 
with the sale of WL Millar and 
sons and Robirch, maker* of 
meat pies* sausages and other 
savoury products, for £2&5m 
in cash. . 

The purchaser was Kerry 
Group, an Irish company, 
which has UK sates of about 
El 70 m In poultry, meat and 
dairy products, and food ingre- 
dients. Its shares are traded on 
theUSM. . _ __J\‘ 

On Friday, Booker sold Jnx- 
roL Britain’s largest manufac- 
turer of frozen pastry, to' 
Grand Metropolitan for 
£4&5m. Booker paid 2280a In 
^aah and shares for Fitch, 
which also brought about 
£25m of debt into the 

group. 

Booker wanted Fitch pri- 
marily for Its catering services 
tmltand, to a teaser degree, te 
fish processing and dlsiribu- . 
tkm of drifted and frozen fish 
products. Mr Jonathan Taylor, 
chief executive, said the 
divestment programme was 
"on track”. 

Miller and Robirch to g et h er 
ranrii* pre-tax profits of HUB 
on sates of £7&5m in the year 
to April 28. Net tangible assets 
totalled £ 12 . 4m. excluding sate 
sequent “substantial* capital 
investment at RoWrch's Bur- - 
ton-on-Trent plant 

Kerry said it planned to 
retain both (hat facility and 
Milter's factory at Foote. Hie 
Irish company already has five 
manufacturing sites la 
Britain. 

Murdoch 
quits board 
post at 
Reuters 

By Magglo Urry 

Hr Rupert Murdoch, chief 
executive of News Corpora* 
Haw the international nwfia 
group which is struggling to 
complete a A$7bn (£3Jibn) refi- 
nancing package needed to 
avoid a liquidity crisis, has 
resigned as a non-executive 
director of Reuters, the finan- 
cial information and news 

He sald .hr Tvas resigning - 
“due to the pressure of other 
business commitments*. 

Last month It was 
announced that News Corpora- 
tion had cut its stoke in Reu- 
ters from 4.4 per cent to L9 
per cent through the sale of 
lLIm shares store August 

Sir Christopher Hcwg; chair- 
man of Renters, said that Mr 
Murdoch had "made an out- 
standing contribution to the 
success and growth of Reu- 
ters’* since he became a direc- 
tor In 1979. 


This annauKxmaU appears as a matter of record onhf. 


December. 1990 


C?fFf 

EMPIRE 

Empire Stores Group pic 


£55,000,000 
Committed Facilities 


Arranger 

RARCIAYS SYNDICATIONS 


Funds Provided by 

Barclays Bank PLC 
Lloyds Bank Pic 

National Westminster Bank PLC 
Bank of Scotland 
Banque Nationale de Paris p.I.c. 

Agent 

Barclays de Zoete Wedd Limited 


barclays 
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UK COMPANY NEWS 


IML raises bid for B’ham 
Mint and buys in market 


By Andrew HD1 

IMI, the international 
engineering group, yesterday 
nosed its boetflfi bid for Bir- 
m in gha m Mint from g.m»» to 
£l3.6m and bought 29.9 per 
cent of the Midlands compa- 
ny’s shares in the market at 
the increas ed offer price. 

However, Birmingham Mt™* 
continued to resist the bid. 

which it said represented "a 
mise rable price for a company 
with proven recovery potential 
and excellent growth pros- 
pects”. The engineering and 
electronics group advised 
s h a r e hold e r s to take no action. 

IME has raised its cash bid 
from 8Sp -to 95p per ordinary 
share. The preference share 
offer is unchanged at 80p. Bir- 
mingham Mint’s shares rose 
from 85p fo 94p, compared with 
60p before title offer was 
launched. . 

The predator is' n na Me to 
increase its stake in Birming- 


ham Mint until the bid is 
approved by the Office of Flair 
Trading, it is believed DQ 
could have bought more than 
30 per cent in the wurrfr c* 1 yes- 
terday had it been allowed to. 
A furt her 4.75 per cent of foe 
target's equity had been- com- 
mitted to the offer by yester- 
day afternoon. 

The OFT is expected to pub-' 
lish its decision on the pro- 
posed takeover before Monday. 

IML which is part of a three- 
company minting consortium 
with the Royal Mint anrf Bir- 
mingham Mint, launched its 
original offer at the end of 
October. Two weeks ago, in its 
defence document, Birming- 
ham Mint forecast an 18 per 
cent increase in its fall-year 
dividend, a policy which IMI 
yesterday condemned as irre- 
sponsible. 

The predator said Birming- 
ham Mint's recovery from 


losses of £599,000 in the first 
half of 1999-90 to an fateH-m 
profit of £L3m before tax was 
Tpore apparent t h *n real” and 
. added that foe interim results 
were below expectations. The 
profit included £550400 excep- 
tional from the sale off the 
groiq>*s bwifl nffrft building. 

Birmingham Mbit said it 
would be writing to shawBhnhy 
ers shortly to explain “why 
acceptance of this paltry offer 
would not be in' their best 
interests”. 

IMI said foe offer would not 

be inrmacAd qj- revised nwlpac 
a counter-bid emerged, and 
would stay open for 14 days 
after posting of the new offer 
document, which is likely to be 
published this week. However, 
because the offer period wfO- 
straddle the Christmas and 
New Year holidays, IMI is 
reserv in g the right to extend 
the bid. 


CH’s fall to £0.33m hits shares 


By Andrew Bolger 

CH INDUSTRIALS, the 
diversified holding gro u p with 
divisions in transport, vehicle 
body engineering and office 
and household products, saw 
its share price fell by 30 per 
cent after it announced a col- 
lapse in profits for the six 
months to September 29. 

Pre-tax profits fell from 
£7 42m to £334,000, although 
grotto turnover rose by 4 per 
cent to £121.^hn. The interim 
dividend was reduced from L2p 
to 04p with losses per share 
working through at 045p (earn- 
ings 5.94p). 

The snares closed 7p lower 
at 16p. 

CH blamed a significant 
downturn in its office and 
household products dtvistons, a 
lower contribution from auto- 
motive, maw transit arid prop- 
erty activities, and a rise in 
financ e charges resulting from 
increased borrowings and 
higher interest rates. 

Mr Tim Hearley, executive 
chairman said: “With recess- 
ionary pressures continuing to 


Bunnah 
lifts stake 
in Foseco 

BURMAH CASTROL, ' the 
lubricants, foSs chemicals 
group yesterday raised to 29-8 
per cent its stake in Foseco. 
the speciality chemicals -and 
abrasives producer, for which 
it has bid £259m. writes 
Andrew Bolger. . 

Burmah’s purchase of shares 
- comprising a 6 per cent 
stake in the market yesterday 
— 'MtS Its hnhbn g to the Hmit 
It can hoH before its increased 
and final offer of 300p per 
share closes on Friday. 

Last week Foseco said it 


be evident, there is no doubt 
that the trading outlook for for 
the second six months will 
remain difficult.” 

Mr Heariey said farther dis- 
posals of non-core operations 
were planned to reduce bor- 
rowings by the year-end, when 
the xe-orientaiLan of the group 
was expected to be largely 
completed. 

An extraordinary credit of 
£L68m represented the £4.47m 
profit on the disposal of CH’s 
building nHffmiwiiii division, 
the loss of £246m on the 
group’s disposal of its 28 par 
cent stake in Manganese 
Bronze, the TrOud "" cab 
manufacturer, and closure 
costs ctf £426,000. 

The office and household 
products division- incurred a 
loss of £95,000, compared with 
an operating profit of v9-93m 
last year. Trading conditions 

mntf n nfld to be difficult within 

the flooring accessory markets. 
Within office furniture and 
components, weakening 

dama n d had mdiirad p r nfftahil. 


CH said its automotive and 
mans tr ansit division increased 
turnover but produced lower 
profits. Good results were 
achieved by automotive sun- 
roof activities and desig n and 

an grngarirqr 

However, this was more than 
offset by fosses from the furni- 
ture foam division of Cheri- 
foam; production problems 
affecting the manufacture of 
rolled metal sections; aT *d poor 
trading within the train win- 
dow business of Bewdat Engi- 
neering. The assets of Cheri- 
foam and the business of 
Bewclat Engineering were sold 
in October, and the rolled 
metal section operation was 
being reorganised. - 

Mr Hearley said financial 
gearing was still about 100 per 
cent, but was planned to fell 
farther. Total borrowings 
increased daring the period, 
principally because of high 
capital expenditure, but this 
would be si gnificantly lower in 
the ageyp d half 


NEWS DIGEST 


would sell its construction 
chemicals division in a final 
attempt to persuade sharehold- 
ers not to accept Burmah’s 
offer. 

Foseco's share price yester- 
day dosed 2p down at 294p- 

Jones & Shipman 

Jones & Shipman, machine 
tool manufacturer, reported 
taxable profits for the six 
months to September 30 of 
£400400, against £645,000. The 
result was achieved on turn- 
over higher at £11 45m, com- 
pared with £U.12m. 

The result was affected by 
redundancy costs this time of 
£81,000 (nil), a £71,000 (nil) 
share of loss of a related com- 
pany »nd Til ghpr net inter est 
payable of £187,000 (£45,000). 


Ramfega per share were L7p 
(& 2 p) and the Interim div idend 

is cut to lp (L5p). 

Tinsley Robor 

Tinsley Robor, the printer and 
packager and dealer in print- 
ing machinery, experienced a 
profits downturn of £194,000 to 
£431,000 pre-tax for the six 
months to end-September. 

Turnover fell to £1145m 
(£14-2m) reflecting closure of 
the machinery division. Earn- 
ings emerged at 146p (1.45p) 
and the interim is a same- 
again 0.75p. 

GW Thornton 

Taxable profits of GW Thorn- 
ton Holdings, a USM-quoted 
manufacturer of predrion forg- 


WESSEX 


WATER 


AIMING HIGHER 


INTERIM RESULTS 
for the six months to 
30 September 1990 

TURNOVER £83Sm 

PROFIT BEFORE TAX £34.9m 

EARNINGS PER SHARE 32.0p 

DIVIDEND PER SHARE 6Jp 


6 Wessex Water’s first full year in the private sector 
has started welL But we are aimin g higher. Higher 
standards of service to customers, higher returns to 
shareholders, higher levels of efficiency and higher 
commitment to protect the environment. 9 

Nicholas Hood 

Chairman 



Wessex Water Pic, Wessex House, Passage Street, Bristol BS2 OJQ 


Braithwaite 
down 23% 
to £2m at 
six months 

By Richard Gouriay 

BRAITHWAITE, <yinJii«triii) 
services company, has 
announced pre-tax profits 28 
per cot lower at fsm in the 
six months to September as a 
slump in construction and the 
economic slowdown hit eam- 


Mr Andrew Fittou, the chief 
executive, said the exception- 
ally good first half of 1989 was 
always going to be difficult to 
follow. The figures were also 
distorted by the inclusion of 
£04m of trading profit in the 
comparable 1989 figures from 
a subsidiary which was subse- 
quently sold. 

Earnings per share were 
&8p compared to 9.6p bet foe 
board pr opo se d to mMnMn its 
interim dividend at 1.4p> 

Sales wen £2Jm lower at 
£3lm but the ca m p a r s on was 
again distorted by the £4.7m of 
turnover from foe disposed 
su bsidiar y. 

Andrews Sykes, foe group’s 
main subsidiary, efooyed a 6 
per cent incr ease in turnover 
with hire revenues up 15 per 
cent. However pump hire, 
where Braith waite's margins 
are high, was hit by the down- 
turn in construction activity 
and equipment sales were 
lower as companies curtailed 
capital purchases. 

The integration of the two i 
subsidiaries Andrews and 
Sykes continued with the do- 
sure of 6 depots and foe open- 
ing of three larger ones in an 
attempt to cut operating costs. 
A relaunch of Centafafre, the 
hire division, failed to stem 
losses. 

Moorgate Inv 

Moorgate Investment Trust’s 
gross revenue for the half year 
to. November 80 was £1.29m 
compared with £1.15m. Reve- 
nue before tax amounted to 
£l-18m (fiisw) and -earnings 
per share to 3.09p . (2.76p 
adjusted). The directors have 
declared an interim dividend 
of L7p (L6p adjusted). - 


jpgs and band tools, slipped 
from £L42m to £135m for the 
year to end-September. Turn- 
over was unchanged at 
£2047m- . 

Earnings amounted to 13p 
0S.7PX 

■ A - final dividend o£ 2.75p ia- 
proposed for a same -again 
4.75p total. A special dividend 
of 33.75p was announced in 
September far payment in Feb- 
ruary. 

Qniligotti 

Profits of Quiligotti, a , 
USM-quoted manufacturer of 
terrazzo floor tiles, slipped 
from £L21m to £148m pre-tax 
for the six months to end-Sep- 
tember. Turnover rose by 
£2 22m to £1243m. 

Directors considered the 
result satisfactory after taking 
account of start-up costs asso- 
ciated with the US manufactur- 
ing operation and expansion of 
Irish activities. 

Earnings emerged at 2.41p 
(2.72p) per share and the 
interim dividend is a same- 
again 0.76p. 

Hflclare 

HHclare, the security and light- 
ing product group, is to join 
the list of companies migrating 
from the soon-to-be-abolished 
Third Market onto the USML 

The Manchester-based com- 
nany exnects that USM deal- 
ings in its shares will b^m on 
December 20. 

The introduction Is to be 
sponsored by Charlton Seal, a 
division of Wise Speke. 

hi the year to March 31, HD- 
cfare reported pre-tax profits of 
£322,000 - up 22 per cent - on 
turnover of £2.76m. 

The company’s products 
include xenon warning bea- 
cons, floodlighting and sophis- 
ticated security control panels. 

R began trading in July 1982. 


Mosaic Invs 

Mosaic Investments, the indus- 
trial holding company, 
increased pre-tax profit by 76 
per cent from £L9lm to £&33m 
in ritf six months to. October 
3L Turnover tose 65 par emit to 
pm .asm.. 

Operating profits were up S3 
per cent to £349m with indus- 
trial products at £l.99m 
(£778,000) contributing the 
major proportion; consumer 
products and services -put in 
£1.6m (£l.08m). The Interim 
dividend is raised to SAp, pay- 
able from earnings of 14.05p 
(lL6lp) per lOp share. 

Brasway 

Brasway, the Midlands-based 
engfaieer, experienced a fall 
from £l.&n to ^50400 in pre- 
tax profits for the half year to 
October 3L Sales slipped from 
£22.71m to £19.74 ul 

Earnings totalled 0.56p 
(L42p). The interim dividend is 
unohanged at 044p. An 
extraordhiary profit of £2. 2 3m 
reflected -the sale earlier this 
year of foe bright bar division. 


BARCLAYS 

SYNDICATIONS 




X Manufacturers 

4 HANOVER 


National Power 

National Power PLC 

£1,500,000,000 

Revolving Credit Facility 

Arrangers 

Barclays Syndications Manufacturers Hanover Limited 

Untowfesrs and LeadManegeis 

Barclays Bank PLC Manufacturers Ha never Trust Company 

Deutsche Bank Aktiengesellschaft London Branch Westdeutsche Landesbank Girozentrale London Branch 
Commerzbank Aktiengesellschaft London Branch Credit Lyonnais 

NMB Postbank GroepNV London Brandi National Westminster Bank PLC 

Standard Chartered Bank The Sumitomo Trust & Banking Co., Ltd. 

The Toronto-Dominion Bank Amsterdam-Rotterdam Bank N.V. 

Bayerische Landesbank Girozentrale London Branch Citibank, NA 

The DaMohi Kangyo Bank, Limited The Sumitomo Bank, Limited 

Union Bank of Switzerland London 

Co-Lead Manaoers 

Credit Suisse Socidtti Generate London Branch 

Managers 

Chemical Bank Den Danske Bank 

The Mitsui Trust and Banking Company, Limited Morgan Guaranty Trust Company of New York 

National Australia Bank Umited The Royal Bank of Scotland pic 
The Yasuda Trust and Banking Company, Umited 

Co-M onagers 

Banque Nationals de Paris London Branch Banco Central. S A, London Branch 

BfG: Bank London Branch BanqueBfUxelles LambertS A. London Branch 

The Mitsui Taiyo Kobe Bank. Umited The National Commercial Bank London Branch 

Nomura Bank International pic Raiffeisen Zen tral bank Osterreich Aktiengesellschaft London Branch 

Rryad Bank London Branch Swiss Volksbank 

Participants 

Banca Commercials I tafiana London Branch Bsnca Nazionaie del Lavoro London aranch/BNL Investment Bank pic 
Bancodi Roma London Branch Bank Julius Baer 
Banque Fransaise du Commerce Exterieur Banque Paribas London 
Canacfian Imperial Bank of Commerce The Chase Manhattan Bank. N A 
The Chuo Trust and Banking Company, Limited Credito Italians International Limned 
The Dahwa Bank, Limited Daiwa Europe Bank pta 
The Development Bank of Singapore Ltd The Fuji Bank, Limited 
The Mitsubishi Bank, limited The Mitsubishi Trust and Banking Corporation 
Northern Bank Limited The Sanwa Bank. Limited 

The Toyo Trust and Banking Company. Limited 
Singer & Friedlander Ltd 

Ak International Bank Ltd. Arab Bank pic Lwdon Branch 

Banco EspiritoSantoeComerdalde Lisboa London Biwich Banco Totta& Azores S A London Bnrch 

Bangkok Bank Limhed London Branch Bank of Ireland 

Banque Worms Lonion arandi Baring Brothers & Co., Limited 

The Commerce Bank of Korea Ud London Branch Confederacion EspanotacteC^asdeAhorr os London Bfancn 
Girozentrale Vienna, London Branch The Hokuriku Bank. Ltd. 

Istituto Bantrario San Paolo di Torino London Branch Kansallis Banking Group 
Korea Exchange Baltic umdon Bmch Malayan Banking Berhad 
National Bank of Greece SA. London Brandi Osterreichische Landerbank London Bcandi 

YBmaichi Bank (U.K.) Pic 

Agent 

Manufacturers Hanover Limited 


Financial advisorto National Power PLC 
Lazard Brothers &Co-. Umited 


This advertisement i 


tasa matter of record only. 


DeoemberlSSO 


TN£ announcement appriarb'as & matter ofrecond only. 


MTM Pic 


has acquired 


Hardwicke Chemical Company 


from 


Ethyl Corporation 


The undersigned initiated this transaction, 
assisted in negotiations and acted 
as financial advisor to MTM Pic. 


The Chase Manhattan Bank, NJV. 


November 1990 
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JAPAN LEASING CORPORATION 


US$ 50,000,000 Guaranteed Floating Rate Notes 
due 1995 


In accordance with the provisions of the Notes, 
notice is hereby given as follows: 


* Interest period : 18th December, 1990 to 
18th June, 1991 

* interest payment date : 18th June, 1991 

* Interest rate : 7.9875 % per annum 

* Coupon amount : US$ 20,190.63 


BANQUE INTERNATIONALE A LUXEMBOURG 
Soci&t£ Anonyme 


AGENT BANK 


BUSINESS 


SOFTWARE 


Business software 
advertising appears 
every Saturday in the 
WEEKEND FT. 


For advertisement 
details 

please telephone 
Mark Hall Smith 
on 071-407 5752 


ECU 85,000,000 

Skopbank 

Floating Rate Notes due 1992 


Notes Is heiaby given that In respect 
of the interest Period from December 
19, 1990 to March 19, 1991 tha 
Notes w9l carry an biteraat Rata of 
10.33625% par arihum. Tha coupon 
amount payable on March 19, 
1991 wll be ECU 25*40.63 per 
ECU 1,000. 000 Note. 

Ef itoCHwifMfa— ino.iA, 


December 19. 1990 
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UK COMPANY NEWS 


Advertising 


recession 
cuts GGT 
to £2.24m 


By Alice H a w ai i torn 


GOLD GREENLEES TROTS 
became the latest casualty of 
the advertising recession when 
it announced a fall in pre-tax 
profits from. £&5m to £L24m 
on turnover op from £69 -5m to 
£1 13.1m for the six months to 
October 3L 

Mr Mike Greenlees, chair- 
man, said the group’s bdow- 
the-fine co m p a nies h ad contin- 
ued to per f or m well, but its 
advertising agencies had been 
hit by the downturn In the UK 
ad indnstry. GGT also enconn- 
tered problems in the US 
where Babbit & Reiman, one 
of its agencies, performed 
poody. 

Earnings per share fell to 
8.62p (I4.84p). However the 
board has decided to maintain 
the interim dividend at 3*p 
and Mr Greenlees said he was 
confident of maintaining the 
final dividend too. 

The reduction in profits 
from advertising offset a 
strong performance from 
GGTs below-the-line consul- 
tancies. 


Lloyds Chemists suffers a 

sharp rise in payroll costs 


By David Owen 


LLOYDS CHEMISTS, the UK’s 
second largest retail chemist 
and drugstore chain, which has 
acquired a reputation for lean 
and careful management, suf- 
fered a sharp increase in pay- 
roll costs in its most recent 
year. - ‘ - 

The group’s wage WH rose by 
30* par cent in the year to 
June 30, although :the 
increase in the average num- 
ber of persons employed - 
including the full-time 
equivalent of {art-time employ- 
ees - was only 14-1 per cent, 
according to the company's 
recently-published audited 
accounts. 

Warwickshire-based Lloyds, 
which has expanded rapidly 
in a recession-resistant sector, 
attributed the differential to 
a change in the method of 
calculating fUll-time equiva- 
lents. 

“In 1989 we assumed that a 
part-timer was half of a full- 
timer,” said Mr Alien Lloyd, 
chairman and chief executive. 

“Since then it was calculated 
that a part-timer was two fifths 
of a full-timer. The way we do 
it now is very accurate: part- 
timers normally do 15 hours,” 


he added. >, 

The company's wages and 
bill for 1980. totalled 


the company’s tangible fixed 



were nasm and 3,082 respec- 
tively. _ . 

■ Mr Lloyd’s pay increased by 
37.2 per cent to £145£59 in the 
period under review* He saw 
that the previous payment of 
some staff at below industry* 
prescribed minimums had uo 
bearing whatsoever” on the 
increased wage bUL 

Earlier this year, the group 
admitted that it had paid 23 
staff at less than the minimum 
rate laid down by the Joint 
In dus t rial Council for Retail 
Pharmacy (JIG) for a period of 
some two years ending March 
31 1989, and said that arrange- 
ments to make ex gratia pay- 
ments wore in hand. 

Lloyds said that 65 per cent 
of its full time shop assistants 
were paid substantially more 
thai\ thff JIC minimum. 

The accounts also show that 
the previously-announced 
revaluation of chemist store 
licences has added £l0.11m - 
or some £29,000 per outlet - to 


Mr Malcolm Robertson, of 
valuers and surveyors Elliott 
Son & Boyton, explained that 
the firm bad provided valua- 
tions of Lloyds branches both 
for their existing use as 
licenced chemists and for any 
other use. . . 

“Lloyds has inferred from 
the two valuations that a value 
of £HUm can be attributed to 
the licences,” he raid. 

One of the effects of the 
revaluation was to cut year- 
end gearing to 86 per cent. 
Without it, gearing would have 
stood at 174 per cent 

In October, Lloyds reported a 
33 per cent advance to £13-6 Ito 
I n annual pre-tax profits on 
turnover ahead 21 per cent at 
8179910. 

In May, it bought Cress & 
Herbert, the seventh largest 
chain, for 223.2m, adding a fur- 
ther 74 outlets to its portfolio. 
The licence value of these 
Itemises has not been reval- 
ued, the accounts state, “as the 
directors consider It appropri- 
ate for these premises to trade 
under the ownership of the 
group for a period of time.'* 


NEWS DIGEST 


Wholesaling 
side sold by 
Devenish 


and 


JA DEVENISH, the West 
Country brewer, is to sell its 
Canonbury and Seligman 
drinks wholesaling businesses 
for £15m to Free Traders, a 
company run by Mr David 

Fisher, former marketing direc- 
tor of Dee Corporation, writes 
Philip Rawstorne. 

In the year to September 30, 
Canonbury and Seligman 
reported pre-tax profits of 
£I.28m on turnover of SZLSm, 
The value of fixed assets and 
stocks at the end of period 
amounted to £&5m. 

Devenish will subscribe 
£45m for a 30 per cent stake in 
Oval (667) the holding com- 
pany of Free Traders. Swiss 
Bank Corporation will sub- 
scribe £3m for a 19J9 per emit 
stake. Devenish will also make 
available a secured loan of up 
to £L75m to Free Traders. 


.Id foam products, 

fl fm o oo l oss Hnring 

the she months to September 
30. 

The company, formerly 
known as Tharpac, had warned 
in August that it might fall 
into the red. The correspond- 
ing pre-tax profit last time was 
£L78m. 

Turnover dm-ttwod margin- 
ally to £15. 09m (£1648m). The 
loss per share was lp, agartwat 

ftflmfng* of 2$p. 

No interim dividend (0-6p) 
was declared. 

The group sa M that it did 
not now expect to be profitable 
in the s econ d half 


Mclnemey Is Involved In 
eight large-scale property 
developments in the UK. Under 
group proposals creditor banks 
wfll take over the UK. proper- 
ties, reducing debts by I£20 dl 


lier. 

Earnings per share were 
&24p (2.06p). The interim divi- 
dend Is raised from lp to L5p. 


Danbury Group 


Graig Shipping 


Graig Shipping, the Cardiff- 
based group which also has 
interests in ail and gas explora- 
tion, reported a drop from 
£L64m to £665,762 in pre-tax 
pro fi ts for the half year to Sep- 
tember 30. 

Turnover was lower at 
£15.09m (£ 17.37m). Earnings 
per share fell to L3p (lfiSp) and 
the interim dividend Is halved 
to lp. 


CRT Group 

CRT Group, the training, 
recruitment and consultancy 
company, has agreed to pay 
£2.2m for Pitman Training 
Group, which offers training in 
secretarial and office skills, 
Eq gjUsh and computers. 

The acquisition of Pitman, 
which employs 153 full-time 
oiid 58 part-time staff, contin- 
ues CRT’s tr ansform ation of R 
Smaflshaw (Knitwear), the tex- 
tile manufacturer and dyer 
into which it reversed last 
December. 


Vista Entertain 

Taxable losses at Vista Enter- 
tainments, the Third Market- 
quoted club operator , increased 
from £245,000 to £575,000 in the 
she months to end-Reptember. 

The company has exchanged 
contracts for the sale of Man- 
chester Theatres to Apollo Lei- 
sure (UK) for £3£Sm; Apollo 
will also assume about £2.1m 
of medium-term debt 

The loss per share was Oiip 


Booth Industries 

Booth Industries, which la 
engaged in structural steel- 
work and engineering, 
increased profits from £852400 
to £376^00 pre-tax for the six 
months to September 30. Turn- 
over of £ISm compared with 

Eiaiftiw- 

Earnings rose to 6.1 
and tte interim <fii 
maintained at 0.7p. 


Like many property compa- 
nies, Danbury Group has suf- 
fered through the necessity to 
write down the carrying value 
of its properties to reflect the 
current depressed state of the 
market 

Taking the £L94m (£600,000) 
writedown as an exceptional 
debit drove this USM-quoted 
company into pre-tax losses of 
£2^9m (profits £470400) in the 
six months to September 30. 

Turnover was down at 
£2j64m (£3.46m) and the Ion 
per share came to 22£p (earn- 
ings 4.0Sp). 


Mclnemey Props 

M c rneme y Properties, the Dub- 
Hn-based building aid property 
development company, is with- 
drawing from commercial 
property development in an 
effort to stem losses and cut 
debts estimated at between 
l£5Qm and I£60m (£46m-£56m). 


Melville Street 


MelvfDe Street Divestments, a 
development capital company. 
Increased revenue before tax 
from £512^0 to £559,000 In the 
six months to October 31. 

Net asset value per share 
which stood at 160p at April 80, 
had fallen to 147p at October 31 
compared with I45p a year ear- 


Circaprint 

Circaprint Holdings, which ran 
up a loss of £886,000 for the 
opening half of the 1989-90 
year, finished the 12 months to 
end-August £2.47m In the red, 
before exceptional Items. 

The lass, which compared 
with previous profits of 
£510,000, was struck from turn- 
over £L39m lower at £ 13.83m. 
The dividend for the year is 
omitted (2.4p). 

Exceptional provisions of 
£337,000 were offset by a tax 
credit of £407,000 (£190,000). 
Losses per share emerged at 
45.6p (earnings 13 .3p). There 
was an extraordinary debit of 
£542,000. The USM-quoted 
group manufactures printed 
circuit boards. 


Fleming Claverhouse 

Fleming Claverhouse has 
launched th e first d ebenture 
issue by an investment trust 
since November 1989. 

Investment trusts, unlike 
unit trusts, have the ability to 
gear up” by borrowing to 
Invest in shares. This allows 
their assets per share to grow 
foster when stock markets are 
rising but also creates the pos- 
sibility that the assets per 
share will foil more quickly 
when markets are falling. 

The £5m issue is repayable 
in 2006 and carries a coupon of 
11 per cent The gross redemp- 
tion yield, at the issue mice of 
S93A93 is 1L826 per cent 


Bodycote Inti 

Body cote International, the 
metal technology, packaging 


and textiles group, has sold its 
Skelmersdale subsidiary for 
£1 1 .83m as part of its drive to 


re-deploy its resources in the 
expansion of its metal technol- 
ogy' division. 

Skelmersdale,- a corrugated 
sheetboard manufacturer 
which was acquired by Body- 
cote for 5AJ9m in January 1987, 
formed a substantial part of 
the company’s packaging divi- 


sion. 

The buyer Is Box Corrugated 
Containers, a subsidiary of 
Danisco, the Danish packaging 


company, which is paying Bod- 
ycote £&83m cash. Bodycote 
also received a dividend of a 
further £5 hl - 


Harcourt 


Hanxmrt Group, a distributor 
of cookware, foil containers 


EUROPEAN AMERICAN 
BANCORP 

(Incorporated In tbe Slate 
of New York USA.) 


US$75,000,000 
Guaranteed Floating Rale 

Notes Due 1993 


fa accordance with the terms end con- 


djtioas of ibe Notes, notice i* Newby 
given dial for the six month irceses 
period from (and htduding) 1 9th 
December, 1990 to (but cachadhi£> I9(h 
■June. 1991. the Notes will carry a rale of 
imerex of f'tyu-per can, pa annum. 
The relevant Interest Payment Dae will 
ho 19th June, 1991. The coupon anocan 
per USSSjOOO Not* will he USS2Q0M 
payable agamss surrender of Coupon 
No; 14 

Ham bras Bank Limited 
Agent Ban* • 


Thia advertisement is issued in compliance with the Council of The Stock Exchange and does not constitute an 
offer or invitation for any person to subscribe for or purchase securities. 


Applsr JtitWl is bemgsa adc to the Council of The Stock Exchange for dm grant of p et missio n to dcalfa the Ordinary 
Shares of Tomorrows Leisure PLC la the Unfitted Securities Market. It is ongiluaind that no appficatiaa «rifl 

be nude for therosharrorcteadmhtedmthe Official List. It Is expected that deafinp in the Ordfastry Shares wifi 

c ommence on 24th D ec e mber , 1990. ... 


TOMORROWS 


r 



i~E^ 

S U 

Rl 


TOMORROWS LEISURE PLC 

(Incocpotazed in England and Wales under the Companies Act 1985. No. 1960179) 

Introduction 

by 

G rfd e h ouae Sccuriticg limitpd 


SHARE CAPITAL 


Authorised 

£5,200,000 Ordinary Shares of 20p each 

The principal activities efTamorows Leisure PIC and to subsidiaries ar 
and leisure facilities in the United Kingdom. 


Issued and 
fully paid 

£2,420,472 


the owoeafaip and management of hotel 


? e , Bvail3bl<: c ?P i “ ** obtained during nonaal busine« hours on any 

weekday (Saturdays and public holidays excepted) up to and including 2 nd January, 1991 horn: \ 

Guidehmme Securities Looked, Dorcsat Horn, 8>13 Cfcfewdl Street, London EClY 4UP 
md during nommlbusinms horn ion Wtb and 20th December, 1990 ( 6 * coOeoion only) from the Carman* 
Announcement* Office, The Stock Exchange, 46-50 Finsbury Square, London EG2A IDD. »-ampany 

19th December, 1990 


NOTICE TO HOLDERS OF 

Bearer Warrants 
(the "Warrant*') to subscribe up te 
¥1R29L00<MM0 
for Shares of Common Stock of 


KANEMATSU CORPORATION 

(FonoertyKANEMAXSU-COSHO LTT»J 
((be "Company") 

Issued in conjunction with 
USt 130,000,000 
4K per cent. Bonds Due 1998 
Noties ill 


3(i) and (4}of the Xmtniment retainer to tbe 
warra n ts dat ed aOtfaJuhi 1389. thaton 10th i 


Decembwi 1990. the Board <£ Director* of 
Keoenutw Corporation resobed to nubs a 
free dstributnn of shares of its common 
took toils sfaarehoWers of record af~£00«n 

KitearxssssisiS 

heW- 

A wfiog jg.fte Bajacripto Prte of the 

U Sch sc i ipt k ai Price before wch 
MjnitoeBt 

V8S640 per ihsre of eonimon stock. 

g . Sutec ri ptio n Price after such 
libustnwit 

*80990 pur share of common stock. 

8 . Effective data: 1 st January, 1991 
(Japan tune) 

KANEMATSU CORPORATION 
By: The Bank oTIbkjo 
That Company 
«s PntmnrtHaftAgml 

Dated; 19tb December. 1990 


GOLD FIELDS COAL 
LIMITED 


OocapoiBtod in ire BepteiHc of Soidti Africa) 
(ftegWralion Na 01/01124/06) 


KCumnoNOPovDoo 
^ui ad dend N txISS of 5° cents pw^ere has ttxtov bean ctodamd In ah 


Zr araranonam tagfsi 
at me doss of buslines on 28 December issa 

S0UthAWc *’ «=wrancy by members on 


PWproQOLD RODS OORPORrtrE^OTTOBUN^ 


LflMOnOMee; 
Gtsanooat House 
Francte Street 
London, SWIPiqh 


tsaeeamba -1800 


London Sacretatte 
8J Dunning Soaenry 
United Kingdom ftaylstnr 
Bsrctws BagMnra dim 
0oun» House 
3*9MtarwmH«i 

8 adwtemK«KBR 34 TU 


AitenbaromiaOaHFMdsGioup 
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COMMODITIES AND AGRICULTURE 


Cadmium prices triple as 
consumer stocks dwindle 


By Kenneth Gooding, Mining Correspondent 


CADMIUM’S price virtually 
tripled in three trading days as 
producers and consumers 
meeting in Borne last week 
concluded that the outlook for 
the metal was much healthier 
than predicted as recently as 
September. 

The free market price of cad- 
mium soared from US$1.15 a lb 
to $3 and Mr Nick French of 
Wogen Resources, the London- 
based trading group, suggests 
that this Jump is probably 
unprecedented, even in the 
very volatile world of minor 
metals. 

Cadmium, produced entirely 
as a by-product of g*n«» uriTifrig , 
Is highly toxic and environ- 
mental pressures cot sales sub- 
stantially before demand for 
nickel-cadmium batteries took 
oft These now account for 
about two-thirds of total cad- 
mium consumption. 

Nickel-cadmium rechargea- 
ble batteries are used In vari- 
ous portable electrical gadgets 
such as video cameras, com- 
puters, telephones and so on. 


Driven by nickel-cadmium 
battery demand, the carinrimn 
price bolted from below $2 a lb 
to touch. $12 during 1988 and 
persuaded the principal con- 
sumers In Japan to build sfcra- 


The steep price drop this 
year - cadmium averaged 
$7.03 a lb In 1988 and $6.13 in 
1989 - seems to have been 
partly caused by consumers 
living off those stocks. How- 
ever, that de-stocking process 
has now come to an and and 
Mr Murray Cook, director of 
the Cadmium Association, 
suggested yesterday: "A true 
pattern of consumption is now 
beginning to emerge”. 

He said that at the associa- 
tion's meeting last week it was 
widely felt that the fall in 
demand for caused 

by substitution of other less 
toxic materials in traditional 
uses - such as plating, pig- 
ments stabilisers — nnri 
more or less come to an end. 

Proposed legislation in the 
western world looked likely to 


exempt from restrictions any 
end-uses tor where 

no suitable substitutes could 
be found, for «™T"pig the use 
of cadmium coatings on com- 
ponents used in the aerospace 
and defence industries. 

Mr Cook said that, white pro- 
duction In Japan and North 
America was felling this year, 
possibly by more than 10 per 
cent, consumption continued 
to be buoyed fay battery pro- 
duction. Output of nickel-cad- 
mium batteries In Japan - 
which accounts for about 75 
per cent of the world market - 
was up by 10 per cent in the 
first ei&xt months of 3990. 

The association predicted 
that Japanese nirkpi.re»«tnnTiim 
battery production would 
exceed 550m ampere hours this 
year against under 510m 
ampere hours in 1989. The two 
biggest producers - Sanyo and 
Matsushita - between them 
accounting for more than half 
the world market, planned to 
boost capacity by at least 20 
per cent in 1991. 


MINOR METALS PRICES 


Prices from Metal Bulletin (last 
week’s in brackets). 

ANTIMONY: European free 
market 99.6 per cent, 9 per 
tonne, in warehouse, 1,630-1,670 
(same). 

BISMUTH: European free 
market, min. 99.99 per cent, $ 
per lb, tonne lots In warehouse, 
2.75-2.90 (same). 

CADMIUM; European free 
market, min. 99.5 per cent, $ 
per lb, in warehouse, 3.00&20 
(L35-L55). 


COBALT: European free 
market, 99 J per cent, $ per lb, 
In warehouse, 13.00-13^0 (1230- 
1290). 

MERCURY: European free 
market, min. 99.99 per cent, $ 
per 76 lb Cask, in warehouse, 
155-165 (same). 

MOLYBDENUM; European 
free market, drummed mnlyb- 
dic oxide, $ per lb Mo, in ware- 
house, 255-2.65 (2.52-2.60). 

SELENIUM: European free 
market, min 99.5 per cent, $ per 


lb, in warehouse, 4.80-5.40 
(same). 

TUNGSTEN ORE: European 
free marfrat, standard n*fn 65 
per cent, $ per tonne unit (10 
kg) WOj, df, 37-49 (same). 

VANADIUM: European free 
market, min. 98 per cent, $ a lb 
VjOj, df, 235-250 (235-245). 

URANIUM: Nuexco 

exchange value, $ per lb, U.O& 

11.45 (Mine). 


Technical hitches again put off 
Cominco lead smelter’s opening 


By Bernard Simon in Toronto 

THE START-UP of Cominco’s 
trouble-plagued new lead 
smelter at Trail, British Colum- 
bia, has again been delayed. 

Commissioning of the 
smelter, which was dne to 
come an stream by next March, 
has now been postponed indefi- 
nitely pending the outcome of 
tests at a plant using the same 
process - known as QSL - at 
Stolberg, in Germany. 

The tests will take place 
early next year and be con- 
ducted by Luigi, the German 
engineering group that sup- 
plied QSL smelter technology. 

The Trail plant, which la one 
of the world’s biggest lead 
smelters, was dwdgnpd to be 
fuelled by natural gas, while 
the process originally devel- 
oped by Luigi is based on pul- 
verised coal. One of the 
has been a high-temperature 
concentration of gas where it 
enters the reactor. 


Modifications to the smelter, 
which include ferilifies to me 
coal or coke as well as gas, 
have been halted until the 
tests are completed. However, 
Cominco did say that some 
engineering work would con- 
tinue. 

The smelter was closed down 
within months of being 
brought into operation last 
December. At the time, Com- 
inco said that changes were 
reqnirecl to the reactor and 
dressing plant as well as to 
slag granulation, boiler and 
ventilation equipment 

Cominco said that It will 
continue to use the old smelter 
at Trail, which is operating at 
about 80 per cent of previous 
capacity levels. Cominco pro- 
duced only 47,800 tonnes of 
refined lead In the first nine 
months of this year, compared 
to 85300 tonnes a year earlier. 
The new smelter was dne to 


about 140,000 tonnes 

1992. 

• Samuel Montagu and 
Sharps Pixley have quit as 
platinum market makers in 
London. Consequently, from 
January Credit Suisse London 
will co-chair the twice-daily 
London platinum and palla- 
dium price fixing sessions with 
Ayrton Metals. There r emain 
another four members of the 
“fix”, conducted over the tele- 
phone. They are: Engelhard 
Metals, Mase Westpac, Swiss 
Bank Carp and Union Bank of 
Switzerland. 


UB WMWHOUSB STOCKS 

(As at Monday 1 * ao*a) 
tonne* 

Aluminium 

4-3,100 to 306050 

Copper 

4- 1.900 to 6568173 

L**d 

4-14200 1055750 

Nfcftnl 

—324 ID2£14 

Zinc 

-850 toRMJOO 

Tin 

4-805 to 16380 


Acrid fumes from Chile’s iodine industry 

Lesley Crawford looks at the actions of a big but antiquated producer under pressure 


S OQUIMICH (Sociedad 
Quimica Miners de 
Chile), which is the 
world’s largest iodine pro- 
ducer, can claim only a py rrhl c 
victory after a year’s bitter 
price war against its Japanese 
rivals. 

After flooding the market 
with Iodine, Soquimich began 
an aggressive price cutting 
campaign to increase its share 
of world trade. The company 
says that its annual sales of 

4.000 tonnes give it a market 
share of just over 30 per cent. 

Yet foreign analysts in Sant- 
iago believe that Soqutmich’s 
real share of the world's traded 
market is closer to 5Q per cent, 
representing a 10 per cent 
increase in the past two years. 

Soquimlcb’s strategy has 
worked, but at a cost. The 
price of iofine has plummeted 
from 818 a kilo to $125 a kflo; 
there are now 1,500 tonnes of 
excess stocks although global 
consumption rarely exceeds 

13,000 tonnes a year. Moreover, 
Boq u fa nlch has had to lay off 
1400 workers, half of its iodine 
plants lie idle and the price of 
the company's shares col- 
lapsed on the Santiago Stock 
Exchange. 



Soquimich: are being conveyed to a 1930s crushing plant 


However, Soquimich does 
not appear to be its 

self-inflicted wounds. 

Mr Patricio Gontesse, 
Soquimich ’s general manager, 
says that part of the price 
slashing has been aimed at dis- 
couraging new competitors 
from entering the market “We 
have been aggressive in our 
price cutting because we have 
the best comparative advan- 
tages to produce iodine in the 
world”, he says. 

When the price readied S20 a 
kilo in 1988, several milling 
companies started looking at 
Iodine projects in Chile. The 
prospects look less attra c tive 
now, although Northern Lily 

Mining of the US l8 plan. 

Ding to go ahead with a 950m 
project near the northern port 
of TaliaL 

Only then will Soquimich’s 
comparative advantage be put 
to the test Northern Lily will 


be investing in the latest tech- 
nology, while Soqrrfmlrh is still 
labouring with 60-year-old 

plant and machinery. 

Having seen the writing on 
the wall perhap s, S oquimich 
has launched a 8238m invest- 
ment programme to replace 
machinery and equipment over 
the next five years and mod- 
ernise its 100-year-old ra ilway 
and port facilities. Almost half 
tile money will be chaimellad 
into research and development 
and into new product lines, 
such as amrimnniTn nitrate, 
boric add and potassium per- 
chlorate, a chemical used in 
apace missions and solid to els. 

The changes will also herald 
the of Maria. arid 

Pedro de V aldivia — the last 

two nitrate mining tCTWES fal 
Chile. Over 160 of these camps, 
or cfidnas. dotted the Atacama 
desert at the beginning of the 
ce n t u ry, when Chile's wealth 
was bared on the export of nat- 
ural nitrates. 

The nitrate business was 
ruined fay the invention of arti- 
ficial fertilisers and Maria 
gien» and Pedro de Valdivia 
are the only living relics of this 
past The twin towns - 200km 
north-east of Antofagasta - 
have been kept alive because 


60 per cent of Soqubn fob's rev- 
enues stOL come from the sale 
of natural nitrates. 

IAttiB there has changed In 
the past 50 years. The rows of 
low-terraced houses, little mare 
than shacks, date back to the 
days when the British ran the 
mining camps. Everything is 
covmedln a thick layer of red 
dust and the skin bums fiom 
the acid fumes belching from 
tiie iodine plants. People are 
bom and die here. Everything 
revolves around the company. 

Some 4300 miners labour in 
a desert i«nri«rapw where tem- 
peratures rise above 40 degrees 
Celsius during the day and fan 
below freezing at night They 
earn on average $150 a month. 
Less than 100 km away, their 
colleagues at the Ghuqoica- 
mata copper mine are paid 
wages of $80031,000. 

The 19,000 Inhabitants of 
Maria Riwia and Pedro de Val- 
divia are in a state of shock. 
Soquimich has fired 1,100 
workers and has announced 
plans to dose down the towns. 

Mr Contesse says he can no 
longer afford to run them, and 
that the lay-offs reflect leaner 
times and the company's drive 
to cut costs and raiae produc- 
tivity. 


However, the unions see 
political motives behind the 
njaaa sackings. Mr Julio Ponce 
Lerou. Soqmmich’s preshtent, 
also happens to be Gen 
Augnsto Pinochet's son-in-law, 
and the management offices at 
Maria Hena still display photo- 
gy qp hg of the former military 
dictator. 

Mr Francisco Cafiete, a 
fl fldo n leader at Pedro de Valdi- 
via, says: “Ponce Laron was 
here Just Wore the December 
elections openly threat- 
ened that if (Patricio) Ayiwln 
won, we would suffer the con- 
sequences” Mr Ayiwln polled 
70 par w>nt of the votes in the 
district and Mr Caflete believes 
(fret they are now paying for 
this act of defiance. 

Mr Eduardo Bobenrieth, 
Soquimich’s former general 
manager, goes further: "The 
company's directorate is 
p adted with supporters of the 
former military regime, and 
the igeWng s are a deliberate 
intent to destabilise the new 
democratic government”, he 
said. 

Mr Cafiete says that labour 
relations have reached 
rock-bottom. He h aR sent five 
letters to management asking 
to discuss the fixture of the 
towns and the workforce. All 
have gone unanswered. He 
says the unions are not 
opposed In principle to moving 
their frmrtfos to Antofagasta, 
hut their wages would have to 
rise dramatically in compensa- 
tion. The mining boom in the 
region has made Antofegasta 
Chile’s most expensive city. 
There is also a serious housing 
shortage in the region. 

Mr Contesse replies: “The 
wages will be set by the mar- 
ket the families have become 
too dependent on the company, 
although I realise chang in g the 
habits of a lifetime can be trau- 
matic”. He says the towns will 
not be shut down Immediately, 
but over a period of five, per- 
haps 10 years. 

Labour relations have also 
been soured by an acrymon- 
kms power struggle for control 
of the company. When Soqahn- 


ich was privatised, its workers 
began to receive shares In lieu 
of productivity bonuses. They 
quickly built up adzeftble 
stake in the company, and hi 
1985 decided to set Up an 
Investment company called 
Callchera. using ' their 
^Aanra a racoUgtgtifor 

Iodine . . ' 

unspertotoaram ~~ ~ 
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loans to buy more SoquEuteb 
shares. 

Fampa Caltebera soon con- 
trolled 20 per cent df Soquhq. 
ich. Mr Ponce Lerou felt fafo 
position In the directorate me 
threatened and earlier this 
year the company’s executives 
organised a takeover of Fampa 
Cahcbera using a front com- 
pany, known as Invenrtonaa 
Dro Blanca 

The rtefan that the 

workers were duped into 
exchanging their snares fe 
Baropa Calicbera for some cash 


controlled Inversions Oro 
Blanca 

The legality of the proceed- 
ings was never clarified, but 
the outcome Is a cautionary 
tale of greed, power and the 
shortcomings of papular capi- 
talism. 

One foreign mining expert in 
Santiago says: “The workers at 
Soquimich were the strongest 
supporters of the company's 
privatisation: they have how 
been robbed of their Mures 
and are being fired for the faith 
they placed in the company, jft 
stinks.” 


Indian tea production close to target 


INDIAN TEA production to the 
end of October this year Is esti- 
mated to be 32.4n Mine ahead 
of the corresponding first 10 
months of 1989, in spite of a 
production setback in the 
Assam valley, writes Kunal 
Bose in Calcutta. 

It Is now reckoned that India 
will finish the current year 
with a crop of 7Kta-715m kflos 
compared to the target of 720m 
kilos and last year’s actual pro- 
duction of 68Alm kflos. 

As the winter has set in 
early in the Assam valley, 
which accounts for about half 
of India’s tea crop, plunking in 
the remaining weeks of the 
season will not be s a tis f actory, 
according to Mr Dipak Roy, 
chief executive officer of the 


Assam Frontier group of tea 
gardens. 

Not only Is tea production 
down, but the quality of the 
crop this season is nothing spe- 
cial. Quality has suffered as 
garden managers were in no 
position to enforce discipline in 
the face of United Liberation 
Front of Assam terrorism. 

Production in the Assam val- 
ley in the first 10 months at 
2998m kflos is kilns less 
than in the corresponding 
period of 1989. The rest of 
north TthWb bad up to the end 
of October produced an addi- 
tional 19.4m kilos. 

Of all the tea growing cen- 
tres in the north, Dooara in 
west Bengal has given the best 
performance with production 


at 105.8m kilos showing an 
improvement of lLlm kilos. At 
10.8m kilos, Darjeeling has also 
shown marginal hnpioveinMnL 

South India which last year 
suffered a production setback 
of 20m ldkn at 15L8m kilos has 
bounced back this year. Com- 
bined production of tea estates 
in Tamil Nadu, Kerala and 
Karnataka through October is 
139.9m kilos, up 16.6m kg. 

A noticeable feature this 
year is that etc tea output, 
mainly consumed domestically, 
has risen by 4L9m kg to 480m 
kilos. Output of exportable 
orthodox variety has declined 
by 103m kg to 12&9m. Other 
varieties at 5.8m kilos have 
recorded a marginal decline in 
production of 20Q£00 kg. 


Brazil cocoa exporters 
welcome Soviet interest 


BAHIAN cocoa prices are 
getting a boost from the possi- 
bility that the USSR will soon 
return to the Brazilian market 
as a large purchaser, writes 
Victoria Griffith in Sao Paolo. 

The two governments are in 
negotiations over the export of 
more than lm sacks to the 
USSR. In return, Brazil would 
agree to import Soviet prod- 
ucts such as chemicals. 

The USSR purchased 

1,041,000 sacks of the 1989-90 
harvest In Brazil before the 
country's financial crisis 
forced it out of the market in 
May. As last year’s Bahian har- 
vest ammouxxted to 5.4m sacks. 


4.7m at which were 
the Soviet presence is 
“If the deal is clinched, (be 
impact on cocoa prices coold 
be strong”, Mr Luiz Pedrao Bio 
Branco, president of the Brazil- 
ian Association of Cocoa 
exporters, said. Exporters 
believe the USSR's departure 
from the markef oantributed to 
felling prices this year. So far, 
the effect of the USSR’s 
renewed interest has been link 
ited to the internal market 
Mr Rio Branco warned, how- 
ever, that even a sizeable 
Soviet purchase would not 
solve all the difficulties due to 
the fen in world prices. 


WORLD COMMODITIES PRICES 


MARKET REPORT 


Lead prices fell sharply >n morning 
trading on the LME after the 
exchange's early correction of 
its level of stocks from a minor 
decline to a large rise, traders 
said. Three-month metal touched 
a low of £322 a tonne after the 
LME revised its original report 
from a 550-tonne decline In stacks 
to a 14.200-tonne Increase. Stocks 
are now at their highest since 
January 1989 in the face of a 
decline in demand. Nickel closed 
at the day’s highs as a short 
covering rally gathered 
momentum. London cocoa prices 
tell sharply In continued heavy 
technical selling following 
Monday's steep decline In New 


York. “The charts look very weak, 
which has attracted a lot of 
computer-fund selling, and there 
Is a lot of pressure still on New 
York and London. But it all is 
technical ly-based - there doesn’t 
appear to be any new physical 
cocoa which has entered the 
market,” one London trader said. 
Traders were predicting further 
falls today In London. “New York 
has been trying to bounce back 
but so far the rallies haven’t been 
very convincing. And the longer 
It takes to recover, the more likely 
it Is to slip down further,*’ another 
trader said. 

Compiled from Reuters 


London Markets 
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218JD 

21600 

21080 21880 

Aug 

22220 

222-40 

22600 

Oct 

22600 

22600 

22600 

May 

22600 


22600 

Write 

Ctoaa 

Previous 

Hgh/ljow 

Mar 

302-0 

3065 

3060 3028 

May 

301.0 

3060 

3060 


Turnover. San* 728 (1Q81) Iota el 08 tonnes. 
Whit* 120 (271) 

Parts- White (|FTr par tonne): Mar 1528. Aug 
158% Oct MM 


CBUP 

bool - m 


Wwrei 


Latest 

Prevtoua 

High/Low 

Feta 

2588 

2587 

2620 2588 

Mar 

24.7S 

24.45 

25.00 3480 

Apr 

gam 

2380 

2388 2670 

Index 26.10 

2788 



Turnover 4332 (10851] 


QU 

OB. — Bi 


Srtoma 


Latoat 


High! Low 

Jin 

25180 

25380 

28680 24675 

Fob 

29780 

24670 

24280 23780 

Mar 

22480 

22065 

226.78 22280 


20780 

20628 

21680 20780 

May 

20280 

2018a 

20480 202.00 

Jun 

20180 

20080 

20380 10S8O 

Jut 

19780 

18580 

10980 10780 
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COTTOti 

Liverpool- Spot and shipment sales tfl 
Liverpool tor the week ended December 14 
amounted to 68a tonnes, against 290 tames 
in the previous week. Quiet trading 
pomiited, with inter®*! shown In 
Paraguayan and West African tpmlUlea. 
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FINANCIAL TIMES SURVEY 


THE CHANNEL ISLANDS 



Offshore financial 
business can no 
longer be expected 
to gravitate so easily 
towards Jersey and 


Guernsey, The growth of specialist 
centres in the EC means that the 
Channel Islands may need t o 
redefine their position as ‘offshore 
Europe*, Barry Riley reports 

Prosperous 
but cautious 


AMIDST THE continuing 
prosperity of the Channel 
Islands there is just a hint of 
caution about the future. Jer- 
sey and Guernsey are becom- 
ing aware that offshore finan- 
cial bus i n e ss will no longer 
gravitate naturally towards 
them quite so easily, and that 
they may need to raise then- 
profiles. 

Jersey has appointed exter- 
nal public relations consul- 
tants for the first time. “We 
haven't really been selling our- 
selves,” says Senator Reg 
Jeune, president of Jersey's 
powerful Policy and Resources 
Committee. “We need to see 
that the right emphasis is 
being given.” 

In Guernsey, Mr Bruce RSey, 
chairman of the Guernsey 
Fund Managers’ Association, 
says that the question of exter- 
nal promotion has been dis- 
cussed by bodies such as the 
GFMA and the Guernsey Inter- 
national Business Association. 

“At one level we need to 
decide whether we should pro- 
mote a separate indentxty from 
that of Jersey,” he says. “But 
there is also the question of 
whether the Channel Islands 
shnnirt put forward an image 
in relation to Europe.” 

It is the growth of specialist 
European Community finan- 


cial centres such as Luxem- 
bourg and Dublin that has 
served to focus attention on 
the strengths and weaknesses 
of the Channel Islands. Any 
loss of business has only been 
slight, mainly in the area of 
collective investment funds, 
but Jersey and Guernsey are 
faced with the need to redefine 
their position «H ghtiy as “off- 
shore Europe". 

But if a more serious reces- 
sion lies ahead, at least the 

Channel Tgl«mHg are gnimg into 

it from a position of very con- 
siderable iwinnmte utrpwgfh 

With virtually zero unem- 
ployment, and economic 
growth still probably running 
at 4 or 5 per cent until quite 
recently, as mafn problem 

hpcnmft the Wj* inflation rat e, 

which has topped 10 per cent 
this year in pflnh island 

Because fly ; nhflnnrf Islands 
are in monetary union with the 
UK they have been drawn 
within the exchange rate 
mechanism of the European 
Mo n e tar y System (though they 
are not themselves EG mem- 
bers). 

So if pay rates continue to 
climb at 10 per cent a year (and 
actual namings more rapidly) 
Jersey and Guernsey wifi lose 
com pe titiveness — in tourism 
and agriculture, and eventu- 
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Mount Orguefl castle ovorfoofclng tho harbour at Guray, Jersey 


in financial services. 

)nt in tourism, forward 
hnnirfnga for 1991 are excellent 
in Jersey, for the wnmo ni 
the economic policy om phnafo 
is still very much on the pre- 
vention of overheating. Jersey 
continues to siphon off part of 
its buoyant tax r e ven ues into a 
“rainy day" r es erve which Is 
expected to reach £ 160 m by foe 
end of 1991 (about £2J)00 per 
capita). 

Senator Jeune, retiring presi- 
dent of the Finance ynd Eco- 
nomics Committee, has been 
deluged by £l40m of public sec- 
tor capital spending applica- 
tions for both 1882 ami 1993, 
bnt is intending to hold the 
level somewhere near the £65m 
sanctioned for 199L 

Jersey's 20 per cent income 
tax rate is regarded as inflexi- 
ble. “Therefore if we bad any 
hiccup in the economy I 
wanted to be sure that we had 


a reserve fund.” Be adds 
proudly: “We haven't got a 
penny of debt” 

But Guernsey's position is 
rather less comfortable. Island- 
ers there were shocked last 
week by a tough annual budget 
statement, including proposals 
for steep rises in tobacco and 
spirits duties and vehicle 
licence charges. Guernsey has 
begun to dip into its own rainy 
day reserve, which anyway is 
much smaller than Jersey's. 

The economic strategy in the 
rhunral Islands is to mafritafii . 
if possible, a broad balance 
be tw e en the three main ipp of 
the island economies, finance, 
tourism and agriculture. 

In former years attempts 
were made to attract light 
industry, but labour is now too 
scarce and expensive for manu- 
facturing to be healthy. Even 
tourism is dependent on 
imported labour, mainly from 


Portugal. Agriculture’s contri- 
bution is economically fairly 
slight, but it remains impor- 
tant for Social and g n v l nm mm. 
tel reasons. 

The rfifRffliit part of the bal- 
ancing act is how to control 
the tremendous growth of the 
finance industry, which last 
year contributed an estimated 
42 par cent of Jersey's gross 
domestic product, and 44 per 
cent of Guernsey's. 

An aspect of the budgeting 
debate in Guernsey is whether 
«nma of the restraints shnnffl 
be taken off the finance indus- 
try in an effort to lift tax reve- 
nues. But there are strong 
political objections to the 
increased immigration and 
environmental pressures that 
would be generated. 

Hie earning power of finan- 
cial companies is way above 
anything that ran he achieved 
in other sectors. Jersey’s banka 


and hmd management compa- 
nies achieved profits of over 
SSOJOOO per employee in 1989. 
The Channel Island govern- 
ments are encouraging local 
financial companies to aim at 
high value added activities 
that can generate taxable prof- 
its without the need to raise 
the local labour force. 

For some time there have 
been attempts to diversify the 
offshore finance activities by 
reducing the traditional 
emphasis on business deriving 
from the UK For example, Jer- 
sey and Guernsey have dis- 
couraged their banks and 
building societies horn adver- 
tising in mainland newspapers 
for tax-free deposits, for exam- 
ple (although Guernsey, at 
least, has now dropped this 
prohibition, in the wake of UK 
tax changes). 

The growing detachment 
fr om the mainland as a source 


jUmNvpar- 


of business could be under- 
lined if the UK government 
takes its long-expected action 
against the use of offshore 
trusts by UK residents to avoid 

Capi t al gains tat 

But to the Channel Island 
communities the fact that 
more business is flowing from 
Asia Pacific and from continen- 
tal Europe (where links with 
Switzerland are developing 
test) Is a positive sign. This is 
especially so bearing in mind 
the possibility that a less 
friendly Labour government 
might be elected in the UK 
within the next year or so. 

links with the powerful Jap- 
anese and German ewmnmlen 
are, however, less strong than 
the Channel Islands would 
like. 

The faiandu insist that they 
remain open to new business 
from such selected areas, but 
at the same tima they are turn- 


ing away other kinds of finan- 
cial companies, especially 
those that would duplicate 
aviating operations. 

Explaining Jersey's contro- 
versial “zero Job growth” pol- 
icy, which is aimed at cutting 
increases in Jobs from 800 a 
year in the 1980s to oil in 1992. 
Mr Colin Powell, economic 
adviser to the States, insists: 
“Whereas last year there was 
considerable fear among the 
flmmeia) c ommunit y about the 
effect of the restrictive policy, 
now they find that there is con- 
siderable flexibility.” 

But the generally lower level 
of bureaucratic interference in 
Guernsey may give it certain 
advantages u conditions do 
become markedly tougher. 

Mr Riley, formerly Guern- 
sey's Commercial Relations 
Officer, a landing dvfl service 
post, remarks that 10 years ago 
the island's star bank was 
Manufacturers Hanover, which 
has markedly reduced the scale 
of its activities, and the star 
non-bank was Tektronix, a US- 
owned manirifort nrin g b turinass 
which finally closed earlier 
this year. “Government 
attempts to pick winners are 
bought with difficulty,” he 
says. “If civil servants start 
interfering you are on a slip- 
pery slope." 


As you happened to mention new 
business, we'd like to make a suggestion. 

Your competitors could be your best source. 


An interesting thought rsnt it? But probably true. 

It took banks a few centuries to realise they had become each others' best customers. 

In the fast changing world of servicing foe high net worth indivkkia), the logic runs like this: 

One© upon time a banker was a banker, a notaire was a lawyer, an accountant worried 
about foe books and taxes, brokers bought shares from Jobbers, financial Intermediaries 
sold endowment policies for which insurance companies acted as asset managers and we 
aH kept something for a rainy day at our caisse cfepargne or buikfing society. 

A thing for every purpose, and a purpose for everything, as it were. 

Or was. 

Big Bang Wall Street Big Bang London. Dual capacity. Multi-capacity. Deregulation. 
Black Monday. 1992. Corporates borrowing fix less than banks. Countries defaulting. 

Leading to a sudden rediscovery of interesting facts. 

Private efients are trigger than ever and there are more of them. 

Private efients are highly profitable. Private efients are relationship-orientated. 
Result: Accountants, lawyers, brokers, bankers, asset managers ail In direct competition 
ting to offer as close to one stop shopping as possible to buDd on 
their personal relationship of service. 


for HNWI clients, afi 


Except foal just one cUent wants and needs anything from a dozen to several hundred 
different and specialist products and services. 

From a trust company In Cayman to an arbitrage programme to run on his home 

computer. 

From a nominee Austrian schffllng account to a mortgage for real estate in foe Dordogne. 

Logical conclusion: Buy them tor him. From whom? Your competitors. 

Which also means that whatever your own products and services, you’ll find a ready 
maritet tor them. ATtor^ your competitors. 

Only one magazine looks at foe market this way. 

OFFSHORE ADVISER. 



mutual fend salesman's briefcase, or on an option trader's 

Because it discusses one topic: international financial products and services 
for high net worth individuals. 

Which means two things if new business matters to you. 

You need to read ft. Every month. Happily that's free if you — 

And advertise in ft. That costs money. But fe also highly cost 
Just return foe coupon below. 

YbuH find yourself in excellent company. 


OFFSHORE ADVISER 

a FINANCIAL TIMES publication 


OFFSHORE ADVISER 
Boundary House; _ 

3rd Floor, 91-93 Charterhouse Street 
London EC1M6HR 
m 071-251 1414 


laMMbUBiHim. 


□ I wMi to receive Offshore ArMssrPss every monftt. 
IcorAmthattheL * 


□ Pie— eesnd nre lnfaiineaonabote uil i re i lM n fl lnO as liaisAr W aA 

Name 

JobTW 

Nature of Business. 

Oigntekn. 

MMa 

Postcode ........ "Phone - ....... 

JWaeiigSggSEsgasaBMStetegtBW’.Seteie sviri 5259 ! JfJC. 1 



Your money should be able to enjoy the benefits 
of working offshore. An easy way to achieve this 
is with a Barclays fixed Term Deposit Account. 
It will give you a highly competitive return on 
deposits of .0000 or more, as our interest rates 
are linked to the money markets. And of course, 
the interest is paid gross. You can select die term 
to suit your circumstances, from as little as one 
month up to a year. And we can automatically 
redeposit the money for a similar term if you 


I’M WORKING ABROAD. 
SHOULDN'T MY CAPITAL 
BE WORKING TOO? 


ask us to. Nothing could be simpler or 
easier to operate. For more information on how 
to maim your capital work harder for you, simply 
send us the coupon. 

IlfFT/H/Wu"" 

Please seed me more information oo your Fixed Term Deposit 
Account and current rates of inte r e s t. 


Name Mr/Mrs/Mba/ M s. 
Address 


Country- 

ftwecodc. 


Please return the coupon oo one of the managers below. 
You may choose the island to suit 
your personal preference. 


YOIKRK 


Iter Griffiths , BmIijv Finance Company 
GUERNSEY limited, whose principal place 
of Wocac it PO Box 269, Cambria House. 
Sl Item Hut; Guernsey. Cbsood Uuda 

Pnl Mibberr. todays Bank Finance 
Company JERSEY Limited, whose principal 
place of busmen is PO Box ipi, 29-31 The 
Esplanade. Sc Hdicr, Jersey. Channel Islands 


LETTER OFF 


TALKING TO 



BANKING 


DEPOSITS MADE WITH OFFICES OF THESE COMPANIES IN JERSEY AND GUERNSEY ARB NOT COVERED SY THE UR DEPOSIT PROTECTION SCHEME UNDER THE BANKING 
ACT 19*7. EACH ISLAND COMPANY IS REGISTERED UNDER THE RELEVANT ISLAND LEGISLATION AND lb SUPERVISED BY ITS RESPECTIVE AUTHORITY. THE PAID-UP 
CAPITAL AND RESERVES OP THE TWO COMPANIES ARE RESPBCT I TEJJf JERSEY: OVER 4#3M. GUERNSEY: OVER 4I9M. LATEST AUDITED ACCOUNTS ARB AVAILABLE ON REQUEST 
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FINANCIAL TIMES WEDNESDAY. QECEMBER 19 1990. 


( CHANNEL ISLANDS j) 


THE Channel Islands have 
attracted many of the world's 
leading banks and intense com- 
petition ensures quality bank- 
ing services for individuals arid 
corporations. 

The application of strict reg- 
ulatory standards and the 
political stability offered by the 
islands are prime factors in 
gaining the confidence of both 
banks and their clients. 

As Mr Martin Chambers, 
president of Jersey's Bankers’ 
Association, pointed out: "How 
many places can you go in the 


A notable recent 
development has been 
the arrival of UK 
building societies 


world and be certain it is prop- 
erly run and will be there in 10 
years time?” 

The days of the indigenous 
bank are over and the Channel 
Islands are now trading up. he 
said. Over SO per cent of the 60 
institutions registered in Jer- 
sey have parents that appear 
in the top 500 world banks. 

Deposits in Jersey’s banks 
have resumed a strong upward 
trend in the past year or two, 
after pausing during the mid- 
1980s. Over the year to June 
1990 deposits jumped by more 
than a fifth to £4D.6bn, and 
there was a further rise to 
£42.1bn during the September 
quarter. There was speculation 
that Jersey branches of one or 
two banks with Middle Eastern 
connections, such as Standard 
Chartered, may have benefited 
from the flight of capital from 
the Gulf. 

Although Guernsey’s depos- 
its are smaller they are also 
buoyant From around £13bn at 
the beginning of 1990 they 
climbed to £15.5 bn by the end 
of September as the full Impact 
of the recent increase in the 
number of banks became 
apparent. 

High sterling interest rates 
have encouraged many private 
investors to stay liquid, and 
interest rates have been rising 
for the D-Mark and yen. With 
stock markets around the 
world so uncertain, a lot of pro- 
fessionally-managed money is 
also sitting on the sidelines in 
bank accounts. 

The islands’ banks have 
much in common with each 
other and many offer private 
b anking, trust and company 
administration, corporate 
banking, investment and off- 
shore services for private and 
corporate clients. Banks say 
clients appreciate the concept 
of one-stop financial services 
institutions. 

Private banking is on the 
increase for high net-worth 
individuals. It offers the client 
close personal contact with a 
banker, who can advise on all 
aspects of his or her money 
management 

Jersey’s regulation of under- 
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"Such schemes are basically to 
defend the weak and at the end 
of the day the depositor pays 
for them.” 

He said Guernsey’s banks 
are large international, banks 
so depositors do not need a 
protection scheme. 

He sees the island as a 
deposit-taker and. as three- 
quarters of funds taken there 
are routed to the London 
money market, it Is a low-risk 
centre. 

A notable recent develop- 
ment has been the arrival of 


Deposits In Jersey’s 
banks have resumed 
a strong upward trend 
In the past year or two 


ArtMy Astnmodi 

CoHn Powell, Jersey’s economic adviser highlights the rigorous regulatory requirements 


BANKING 


Emphasis on quality 


Quemseyi number of 
*mnhir and de p osits 


Year-end 

Number 
of banka 

Deposits 

(£bn) 

1980 

43 

1.8 

1981 

42 

2.7 

1982 

41 

3.3 

1983 

41 

4.2 

1984 

45 

5-8 

1986 

47 

72 . 

1986 

52 

9.5 

1987 

54 

8.8 

1988 

56 

10.2 

1989 

57 

13.0 

Sept 1990 

70 

15J> 
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taking s Jaw, to control immi- 
gration, baa forced banks to be 
more selective in the types of 
business they handle as they 
shed or re-locate labour-inten- 
sive work. 

While this is aimed at 
increased profitability, Mr 
Chambers has some reserva- 
tions. "Development projects 
require greater commitment in 
the beginning and I hope we 
are perhaps not re-locating 
some of our future profitability 
at the same time, 1 * he said. 

Regulatory requirements are 
high and even more rigorous 


than those laid down by the 
international Group of Ten 
Committee of Banking Supervi- 
sors. 

Mr Colin Powell. Jersey's 
economic adviser, said the G10 

minimum standard of 8 per 

cent of assets for core capital 
was an embarrassment for the 
island because in Jersey it 
already averages 15 per cent 

Mr Peter Croak, superinten- 
dent of banks in Guernsey, 
said the minimum standard a 
Guernsey is 10 per cent of 
assets. 

Guernsey is keen to draw 
more “managed” hanirw to its 
shores, banks which have no 
physical presence but which 
are managed - almost like a 
large individual account - by 
haulm already established. 

The islands' authorities see 
this as a way to raise banking 
output without unduly increas- 
ing the pressure on limited 
staff resources and space, and 
managed banks have recently 
been arriving at the rate of one 
a month. 

Jersey has five managed 
banks. Mr Powell said they will 
only accept branches iff banks 
as if is important they are seen 
to be in a relationship with 
their parent that does not 


J Jersey: bank deposits 

Year-end 

Deposits 

(£bn) 

1980 

72 

1981 

13.0 

1982 

14.0 

1983 

1EL5 

1984 

22.0 j 

1985 

24.0 

1986 

25.0 

1987 

28.0 

1988 

31.0 

1989 

40.4 

June 1990 

40.8 

Sept 1990 

42.1 

i Sourco. Economic AOviooiv' Office | 


carry the responsibilities of a 
subsidiary. 

Guernsey, which has issued 
72 hanirtng licences, will not 
approve any local bank in the 
future, only branches and sub- 
sidiaries of international 
hanks. The island’s Financial 
Services Commission does not 
tolerate large individual loans, 
which are only permitted if a 
transfer loan agreement is 
made with the bank’s main 
office. 

The island has no deposit 
protection -scheme and Mr 
Crook sees no need for one. 


UK building societies in the 

The two biggest, Halifax and 
Abbey National (the latter now 
actually a bank) have gone to 
Jersey. In addition there are 
five building societies operat- 
ing in Guernsey; one acts in 
the local market and the others 
attract the expatriate market 

Limited staff resources have 
hampered the building societ- 
ies' capacity to handle smaq 
accounts so the resulting aver- 
age deposit is £25,000 and the 
societies rely heavily on infor- 
mation technology. 

Transactions are discour- 
aged. "We don't want these 
facilities used like bank 
accounts,” said Mr Crook- He 
added that the p er for ma nce of 
the building-societies in Guern- 
sey was still being assessed, 
and it was too soon to say 
whether building societies 
would prove worthwhile for 

tbe T s lFTl fl , 

The potential attraction of 
the building societies to the 
Channel Islands is that they 
have the ability to attract large 
volumes of savings from Brit- 
ish expatriates around the 
world. This is especially so 
while sterling interest rates 

remain go high 

But Jersey and Guernsey 
regulators are much less keen 
on the idea that the offshore 
branches of building societies 
(or clearing hanks, for that' 
matter) should aggressively 
market tax-free deposits to 
mainland customers. The end- 
ing of composite rate tax in the 
UK. an d the introduction of 
tax-free TESSA accounts, will 
in any case reduce the incen- 
tives for gmaTI mainland savers 
to go offshore. 

Mr Crook said hanking is on 
the innwniM in the Channel 
islands and Guernsey has seen 
17 new banks gain representa- 
tion In the put 1? months, 
among them was Japan's sec- 
ond largest bank, Mitsui Taiyo 
Kobe. Hie said Guernsey only 
seeks institutions that will 
enhance th e reputation off the 
island . 

SueSbiart 


INSURANCE 


A captive audience 


GUERNSEY has become a 
world leader -in the offshore 
captive insurance market, sec- 
ond only to Bermuda. The 
island has attracted captives 
not only from Britain and 
Europe but from all around the 
world and as far afield as New 
Zealand. 

The first captive set up in 
Guernsey in 1922 and is still in 
existence but the industry 
really got going in the mid- 
1970s. Since then, the number 
has steadily climbed, by about 
18 new captives a year, to 
reach today's total of 187. 

The Insurance industry 
.employs about 550 people in 
foe island and in 1989 produced 
£376m premium income. 

A captive insurance industry 
is set up as a subsidiary of its 
parent to underwrite some or 
all of the parent company's 



Corporations are realising 
the many advantages of having 
their own captive, which 
include: obtaining lower cost 
insurance, enhancing group 
profits, covering risks difficult 
to insure elsewhere, greater 
control over risk management 
and access to the re-insurance 
market 

A captive based in a low or 
no tax offshore location will 
benefit from faster accumula- 
tion of reserves in the jurisdic- 
tion where it is incorporated 
than if it was based in the 
jurisdiction of its parent. 


The Insurance 
Industry employs 
about 550 people on 
Guernsey 


Most captives are run by 
insurance managers and 
Guernsey has licensed 24 
unrestricted managers and 
seven restricted managers. 
Unrestricted managers have 
several captives on their books, 
while restricted managers can 
only act for insurers specified 
in their authorisation from the 
island's Financial Services 
Commission. 

Mr Steve Butterworth, 
Guernsey's superintendent of 
insurance business, said the 
island targeted captive insur- 
ance companies as a growth 
area because they need few 
human resources. 

"There is considerable room 
for captives that don’t need 
staff and at the moment I can- 
not see a cut-off point” he 
said. .... „ 

E xper t i se, built in this field 
In Guernsey 'since the 1970s 'Is 
one of the main reasons the 


Steve Butterworth: Guernsey 
targeted captive Insurance as 
a growth area * 

island continues to attract 
more captives, Mr Butterworth 
feels. Close proximity to the 
UK - Heathrow airport is only 
35 minutes flying time - is 
also important. 

Unlike Bermuda and the Isle 
of Man. where there is no tax 
on insurance companies, 
Guernsey levies a small tax. 
This, Mr Butterworth said, was 
not a deterrent as. "the total 
cost of the operation is no dif- 
ferent. But the perception is 
aod some companies like to be 
seen to pay tax.” 

Mr John Parkinson, manag- 
ing director of International 
Risk Management, agreed that 
some companies want to pay 
tax for political reasons. ' 

"One challenge from the 
Revenue has been that a cap- 
tive was formed off-shore bo 
avoid paying tax,” he said. But 
he felt some business was lost 
to the island because of the tax 
levy. 

However, foe tax is minimal 
and companies can choose one 
of two methods of payments^ • 

■ 20 per cent of net profit - 
this can be postponed and pay- 
ment is triggered when claims 
are paid and a drawback made 
into profits from reserves 

■ Sliding scale exempt 
method, which creates a tax 
liability of maximum £60,000 - 
tax of £1,000 per £lm on invest- 
ment income on shareholders' 
funds. 

There is a registration fee, 
payable to the FSC. of £L300. 

The commission requires an 
insurer has minimum share 
capital of £100,000. Mr Butter- 
worth said some members of 
the industry would like to see 
this increased to £250,000 to 
enhance foe island's good xepUn: 
tation. 


A minimum solvency margin 
is set at 18 per cent of the first 
ESm of net premium Income 
■and W per cent thereafter. The 
75 per cent of assets needed to 
maintain the minimum sol- 
vency margin must be 
approved by the com mi s si on. 

Each insurer has to submit 
annually the audited accounts, 
a declaration by the general 
representative and a business 
plan. 

The business plan is formu- 
lated by the company and the 
mwipnny must be notified of 
any changes in it. 

Mr Parkinson said the regu- 
lations governing the Industry 
-were "fair, proper and provide 
a good framework within 
which to work". 

They were originally drafted 
by members of the Industry 
who were pressing for a 
stricter regime. • 

In such a dose community it 
tended to be a self-regulatory 
Industry. The reputation of pna 
affected the reputation of them 
all and "the managers don't 
want any unsavoury charac- 
ters here”, said Mr Butter- 
worth. 

He added that information- 
sharing between regulators in 
differe nt jurisdictions was on 
the increase and plans were 
being discussed to set up an 
' international data base for this, 
purpose. _ ^ , 

The managers market their 
services individually and cd- 

Unlike Bermuda and 
the. Isle of Man, 
Guernsey levies a 
small tax 


lectivriy and Guernsey held its 
second international captive 
forum this year and plans oth- 
ers. 

^ Seventy-five of the island's 
captives have British parents, 
such as Beecham, Barclays 
Rank, Midland Bank and elec- 
tricity and water companies. 

The largest is Polygon, set 
up in the 1970s by a group of 
leading European airlines. - 
including KLM, SAS and 
Swissair. 

Polygon began life as a pure 
captive and it now has some 50 
people on its staff and is rein- 
suring 80 per cent unrelated 
aviation business. 

The Insurance market Is soft 
at present and members of the 
industry say this is a good time 
to form a captive, to avoid the 
disadvantages of any fixture 
rapid change, . . 

. Sue Stuart 
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THE Channel Islands are 
always looking around for new 
offshore finanrfai products and 
services and they believe they 
have found one: the interna- 
tional personal pension plan 

At the beginning of this year 
Jersey passed new Income tax 
legislation which permitted 
so-called Article 131(C) plans to 
be launched. Norwich Union, 
the market leader, has sold 
more than 1*500 contracts since 
March, running to £l9m in sin- 
gle premiums and £3 .5m in 
annual premiums. 

Guernsey does not like to lag 
behind Jersey, but its parallel 
personal pensions legislation 
has been delayed by problems 
with unconnected clauses 
relating to domestic occupa- 
tional pensions. However, it is 
hoped in Guernsey that the 
new laws will come into force 
early in 199L 

There are subtle differences 
between the approaches of the 
two islands. Both want to 
ensure they gain revenue bene- 
fits from the products chan- 


PENSIONS: the search for a new financial product may be oyer 

Tax law points the way 
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nelled through them, but 
whereas Jersey has provided 
that the pension plans must be 
sold thxtxxgh a resident insur- 
ance broker, Guernsey is likely 
to impose certain modest 
charges more directly against 
the investments. 

The variations may partly be 
explained by the fact that Jer- 
sey has no life assurance com- 
panies of its own, whereas 
Guernsey has several, includ- 
ing Sun Alliance International 
aim Providence Capitol. 

The idea of offshore personal 
pension plans, sometimes 
called international retirement 
annuities, is regarded by some 
as little more than a marketing 
gimmick. Such products mimic 
some of the structure of 
onshore pensions, but with no 
direct purpose. 

The structure of mainland 
pension schemes is devised by 
taxmen in order to tilt the 
savings playing field in a par- 
ticular direction, to encourage 
people to provide for their old 
age. But foe whole point of an 
offshore financial centre is that 
there is no tax as far as non- 
residents are concerned. So 
why should expatriate inves- 
tors want to entangle them- 
selves with mainland-style 
restrictions? 

One reason is that offshore 
savers may simply be comfort- 
able with the kind of schemes 
they are familiar with at home. 
A more tangible possibility, 
however, is that if offshore 
plans are structured in the 


right way ft might be possible 
to transfer them onshore. 

As Mr Rodney Benjamin, a 
Guernsey partner in consulting 
actuaries Bacon & Woodrow 
puts it "It may be possible to 
persuade overseas jurisdictions 
to allow tax reHet" Indeed, ft 
is thought that Botswana will 
now grant tax relief on Jer- 
sey’s 131(C) contracts. 

In the case of the UK, how- 
ever, the tax authorities have 
been unhelpful so far. Some of 
the early Norwich Union sales 
literature suggested that an 
offshore plan might be switeba- 
ble into an onshore personal 
pension contract. The Inland 
Revenue has rejected, this. 

Mr Peter EUenger, sales 
manager in Jersey for Norwich 
Union, says that if a British 
expatriate returns to foe UK 
foe investments In the 131(C) 
plan will be liable to capital 
gains tax. The tax could be 
avoided by cashing up before 
repatriation, but this might 
contradict the notion of a life- 
long pension plan. 

Mr EUenger insists that the 
Inland Revenue may yet relent 
Tt is still possible they may 
consider the plan being recerti- 
fied as a mainland contract,” 
he says. But nevertheless Nor- 
wich Union's marketing focus 
has shifted somewhat. "We are 
getting more business from for- 
eign nationals and from people 
who have no intention of 
returning to the UK." 

A shift of stance by the 
Inland Revenue in the UK may 


be necessary if offshore pen- 
sion plans under the proposed 
Guernsey laws are to take off. 
"We are keeping an eye an the 
situation,” says Mr Richard 
Mahy, marketing manager for 
Son Alliance International, 
"hot we do not anticipate that 
we will find foe Guernsey leg- 
islation useful.” 

- According to Jersey financial 
intermediary Mr David Spen- 
cer, of Actus, the volatility of 
sterling has proved a problem 
in selling sterling-denominated 
with profits plans to foreign- 
ers, but the UK's entry to the 
exchange rate mechanism may 
have reduced this obstacle. 

"There is now the possibility 
of selling to Continentals,” he 
claims. "These 131(0 plans are 


more attractive to foreign 
nationals than to UK citizens 
planning to repatriate." . The 
profits structure is especially 
popular, accounting for some 
90 per cent of the plans sold by 
Norwich Union. . . . »r 


Mr EUenger of* Norwich 
Union says that his company, 
was considering a DMark-de- 
nomlnated plan but following 
ERM entry this Idea has been 
shelved. 

Offshore pension contracts 
are naturally much more flexi- 
ble than their onshore equiva- 
lents, in aspects such as retire- 
ment age, cash commutation 
or the form in which benefits 
are received In retirement. 
They are not constrained by, 
tax legislation. - - 


The fact that they are being 
. set up under Jersey (and soon 
Guernsey legislation) may give 
comfort to some of the plan- 
. ' holders, but ft is.not dear that 
.. Channel Islands’ plans offer 
anything that could not be 
foundin other centres,, where 
this particular kind o£ pension 
plan formula has not been seen 
as relevant. 

The product that many inter- 
national workers might really 
be enthusiastic about would be 
one that could be combined 
with, .mainland personal pen- 


sion plans, ideally In different 
leading jurisdictions, so that 
contributions could be main- 
tained through alternating 
spells of onshore and offshore 
employment; Neither island 
seems likely to be able to offer 
such a facility in the near 
future. 

At any rate, Mr Peter EUan- 
ger fh. Jersey appears to be 
unworried by the threat of 
rival schemes from Guernsey. 

Barry Riley 
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A of recession is 

&tectabtem the stQl thriving 
offshore ftmds industry in Jer- 
sey and Guernsey. 

poor performance of the 
global equity market has ineH. 
tably dragged down the overall 
value of the fluids under man- 
agement, and has trimmed the 
income of the management 
companies. The hire o£ MwWiw 
interest rates running 1 at is or 
14 per cent all this year has 
encouraged many potential 
mutual fend investors to keen 
their money on deposit 
Moreover, the European off- 
shore rands business as a 
whole i s und ergoing something 
or a geographical reorganisa- 
tion, with the departure of cer- 
tain Channe l TsUmria ftmds to 
other domiciles, notably Dub- 
lin and Luxembourg. 

But new collective funds 
continue to arrive regularly in 
Jersey and Guernsey, both 
open-ended schemes, better 
known as mutual ftmds or unit 
trusts, and the much less weB- 

The Islands have the 
capacity to take on a 
lot more business 


documented close d-ended 
funds, whic h are structured 
like UK-ctyie investment trust 
companies. 

The bare figures for 
open^nded funds show that , in 
toe case of Jersey, the number 
of funds fell by one to 169 dur- 
ing the quarter ended Septem- 
ber, and the value (in what 
was a bad period for stock mar- 
kets around the world because 
of the Gulf crisis) dropped from 
£6.7bn to £5.3bZL 

Over in Guernsey the num- 
ber of funds has continued to 
rise, reaching 147 at the end of 
September (and now over ISO). 
According to Mr Nigel Taylor, 


The offshore funds. sector is still thriving, writes Barry Riley 

Arrivals offset the doubts 


the Guernsey Financial Ser- 
vices Commission's superinten- 
dent in charge of fund regula- 
tion there remains a 
two-month queue for author!*- 
attain, even in the difficult mar- 
ket c ondi Hnng 

The net asset value of £SL9bn 
is lower than tar Jersey. But 
Guernsey has more of the high- 
ly-regulated funds which are 
accepted by the UK’s Securities 
and Investments Board for 
ma ln bmrt marketing. Guernsey 
has some 60 of these .Class A 
ft m ds. whereas rally 24 are in 
Jersey's conespandmg Recog- 
nised Fund cl ass. 

In . e ach island there is a sub- 
stantial additional category cf 
closed-ended ftmds, including 
various “country funds ", 
emerging market fends and 
east European funds. But 
because these come under dif- 
ferent legislation from the 
open-ended schemes accurate 
Statistics are not maintainedL 

The fund management 
industries look forward to fur- 
ther growth, especially after 
the stock market begins to 
recover, but there is recogni- 
tion that the political pressure 
In tiie Channel ManAg for pop- 
ulation control must be 
respected. 

“The islands do have the 
capacity to take on a lot more 
business,” says Mr Bruce 
Riley, chairman of the Guern- 
sey Fund Managers- Associa- 
tion and managing director of 
Guinness Flight 

“What we don't need is a 
large number of new institu- 
tions,* he adds. 

Thus fund wwnpaniBH ectn- 


Jorsgys open-ended collective funds (30/9/90) 


Fund type 

Value (Em) 

Holders (000) 

out 

687 , 

77 

Money Market 

354 

10 

Bond 

247 

4 

Commodity 

21 

1 

North American " 

135 

s 

Far Eastern 

133 

3 

Japanese 

281 

8 

Australian 

1 


European 

140 

4 

UK Equity 

82 

4 

international 

435 

16 

Multi-class 

2JS88 

34 

Feeder 

46 

2 

Totals 

■5,327 

168 


FlgutwM auppHod by momb are of a» Jmra*y Fund Uanagta iHatocWonl 


Number of registered companies at year end 


Guernsey 

Jersey 

I960 

6.690 

13,813 

1981 

7,285 

1SJ21D 

1882 

7J531 

16.843 

1983 

8436 

18.143 

1884 

’ 8.863 

19,305 

1985 

9.Z79 

20.546 

1883 

10,035 

21374 

1987 

11,108 

22.999 

1988 

12,058 

25,131 

1888 

13.058 

26,399 


ing to Guernsey are required to 
operate .through, one of a num- 
ber of established fund admin- 
istrators, often formerly 
departments of hanfca but now 
required to be separated by the 
regulators. 

For example. Management 
International (Guernsey) is 
owned by Bank of Bermuda, 


Sourca- Jmnay 5 -EMWfca £Wow< aMTtmQnCel 

and looks after 39 schemes 
(including closed-ended funds) 
worth some JZbn. 

High value ftmds are still 
arriving; according to its man- 
aging: director, Mr Christopher 
WUcockson. “Guernsey has 
been very attractive for spe- 
cialist funds which want to 
market to institutions,* he 


says. “The market has changed 
here. We are seeing much more 
is the way of institutional 
products.” 

At nearby Guernsey Intema- 
tional Fund Managers, a Bar- 
ing Brothers offshoot, manag- 
ing director Mr Jeffrey Burton 
also administers more than 
$2bn worth of assets, though 
far around zoo different enti- 
ties, not all domiciled in 
Guernsey. 

Such management compa- 
nies often operate internation- 
aBy , as h as been demonstrated 
by GIFM’s recent decision to 
set cup a subsidiary in DuhBn's 
new international flnanriai ser- 
vices centre. 

“We took a decision to go to 
Dublin rather than Luxem- 
bourg,* says Mr Barton. “Then 
Barings decided to rationalise 
its funds. Twenty ftmds from 
five jurisdictions are being con- 
solidated in Dublin from Janu- 
ary 1.” These include three 
funds transferred from Guern- 
sey. 

nhgrniei Islands mangg . 

ers accept that Luxembourg 
and Dublin are better locations 
for retail funds that are to be 
marketed as Udts (Undertak- 
ings for Collective Investment 
in Transferable Securities) 
within the European Commu- 
nity. 

In Jersey, fin: example, War- 

dley - part of the Hongkong 
Bank Group — baa par-lmd its 
bags and gone to Luxembourg, 
and Fidelity baa twlran most of 
its ftmds off to the same desti- 
nation. 

But' Mr Hugh Ward of Capi- 
tal House, the Royal Bank of 


Scotland offshoot, who is dep- 
uty chairman of the Jersey 
Fund Managers Association, 
claims that the island Is in 
“pretty good shape”. 

“The Channel Islands are 
a t t rac ting a lot of business In 
institutional ftmds and closed- 
ended ftmds,* he points out 
"There is scope here for spe- 
cialist schemes such as mezza- 
nine funds and venture capital 
funds. Luxembourg is not so 
good yet for this type of fluid.* 

But retail fund management 
companies are often being 
forced to make some quite 
harsh choices. Robert Fleming, 
for example, has abandoned its 
Save A Prosper brand name for 
its Jersey unit trusts as part of 
an offshore reorganisation, and 
Its Jersey office now reports to 
Luxembourg rather than to 
London. 

“This is designed to elimi- 
nate double marketing," says 
Mr Trevor Falle, Fleming’s 
marketing director in Jersey. 
Sales territories are now 

The fund management 
Industry looks forward 
to further growth 


clearly divided up. "We now 
have a sterling base in Jersey 
and a non-sterling base in Lux- 
embourg.” 

It is the retail funds invested 
in equity markets which are 
under the greatest pressure. 
But elsewhere Mr James Jen- 
kin, in Jersey's Commercial 
Relations Office, notes that 
specialist ftmds in. for exam- 
ple, oil or financial futures, or 
gold-linked funds, are more 
active. 

“People are constantly 
i n ven tiv e," he says. “There has 
been a lot of investment in 
these kinds of vehicles, with 
the stock market weak.” 


. REGULATION: the search for respectability. Barry Riley investigates 

A haven for mainland supervision levels 


THESE DAYS, offshore 
financial centres need to be 
respectable. So whereas once 
the whole point of offshore 
havens was that they were free 
of regulation, today they tend 
to boast the same kind of 
firunniai supervision commis- 
sions and extensive legislation 
as mainland jurisdictions. 

One convenient side-benefit 
is that the regulators in places 
such as Guernsey .and Jersey 
can turn out pages erf statistics 
where once there were only 
guesses and evasions. - 

But it is not quite the. samet 
of course, as being onshore. 
The regulations are not usually 
quite as tight, and there may 
be unregulated as weD as regu- 
lated sectors. For example, 
what goes on in the shadowy 
offshore trust business in the 
Channel Islands la stiff largely 
unknown. There are also differ- 
ent categories of investment 
ftmds, some suitable for mar- 
keting In the UK and some not 

The history of the af&hore 
finance industry in toe Chan- 
nel Islands hr still quite shut, 
going back to the 1960s. Origi- 
nally there were significant 
numbers erf purely local firms, 
sometimes of dubious reputa- 
tion. The first phase of the reg- 
ulatory -process Involved the 
gradual squeezing oat of these 
offshore enterprises and the 
encouraging of respectable 

mainland rnfriitrttiq ns to Set up 

in the islands. 

In this way the Channel 
Island jurisdictions could effec- 
tively piggy-back on mainland 
regulators. Whichever banks or 
investment firms were author- 
ised in the UK or the US or 
other well-supervised countries 
could safely be allowed to set 
up in the offshore centres. 

An informal network of con- 
tacts between, the onshore, and _ 


offshore regulators has been 
established, so that informa- 
tion can be exchanged on a 
confidential ha*™. 

For Jersey and Guernsey 
tide approach has brought reg- 
ulation on tire cheap. But it is 
not always wholly satisfactory, 
because it leaves the offshore 
centres still exposed to main- 
land inadequacies- Small prob- 
lems onshore may translate 
into Mg problems for the off- 
shore centres. 

Fortunately for the Channel 
inlands the brunt of the Barlow 
caowes scandal was borne by 
Gibraltar^ but more recently 
tola year’s, mainland ■ bank-, 
nxptey of the British & Com- 
monwealth Group has created 
problems. Investors in' toe' 
Channel Islands have had sub- 
stantial deposits (same £20m in. 
Guernsey) frozen in the local 
subSdKles of B & C Mer- 
chant Bank, which has been 
suspended for same months by 
the Bank of England. . 

In most circumstances main- 
land hanks in leafing jurisdic- 
tions can be regarded as safe, 
but at present the risks are 
unusually high. And the 
deposit insurance schemes 
which provide a safety net to 
mainland bank customers do 
not extend to Jersey or Guam-' 
sey. In non-banking business 
sectors the passage of the 
Financial Services Act 1986 in 
the UK posed a large c h a ll enge 
to the Channel Islands, and the 
islands have also needed to 
respond to the developing leg- 
islation of the E u ro p ean Com- 
munity as ft heads towards a 
single market In finan cial aer- 
vjees. 

But Jersey and Guernsey 
have adopted different struc- 
tures. Jersey has been content 
to retain financial regulation 
within, its .civil service, but 



John Roper: further snags over Ja p a ne se rutes 




some three years ago Guernsey 
set np its separately-consti- 
tuted Financial Services Com- 
nrission. Elsewhere, the Isle of 
Man has also adopted the prin- 
ciple of a separate regulatory 

body. 

Does Jersey need such, a 
commission? “We haven't seen 
the need up to now* says Mr 
Cohn Powell, economic advisor 
to the States and Jersey's top 
. civil -servant.: “But that is not 
to say it won’t happen at some 
time In the future." 

An important question is 
whether adequately skilled 
staff can be attracted within 
civil service pay scales. This 
posed problems in Guernsey 
several years ago, but' the 
GFSC was able to recruit out 
aiders at competitive rates, on 
the argument that it would be 
aide to charge fees suffictent to 
cover its costs. 

Indeed; in- 1989 the fees it 
charged of £585,000 were just 
enough to cover r unning costs 


of £598,000, and taking into 
account other income the com- 
mission turned in a surplus. 

Another point is that 
whereas Jersey has Mg bank- 
ing and mutual fund sectors it 
does not have the third leg 
which Guernsey possesses in 
its aJ&hore insurance business. 

Guernsey regulators also 
argue that because they are 
slightly detached from toe 
political .and civil service 
framework practitioners are 
more likely to approach than 
for informal advice. 

However, this points to a 
passible conflict of Interest for 
afbhora regulators. They ate 
these to protect the reputations 
of the islands - but they are 
also expected to promote the 
narrow business interests of 
the fabwid communities, effec- 
tively to help lift revenues, 
including the tax take, without 
wHafog the demand for scarce 
labour. They do not have a 
simple investor protection brief 


Wk» that of the Securities and 
Investments Board in the UK. 

A potential conflict has 
arisen, for example, over sug- 
gestions that certain banks 
should strengthen their man- 
agement by appointing finan- 
cial controllers. But tM* would 
mean that experienced main- 
land executives would need to 
be recruited and brought over 
— something to which the 
local politicians would be 
fiercely opposed. 

In feet the regulators may 
actually be used to fight bat- 
tles on behalf of toe local 
financial communities. A good- 
example is the long-running 
argument with Japan over 
whether Jersey and Guernsey 
ftmds are eligible for sale to 
Japanese citizens in the same 
way that, for example. Luxem- 
bourg ftmds are. 

It has all hinged on an 
obscure Japanese rule that 
overseas funds must be domi- 
ciled in a member country of 
the Organisation for Economic 
Cooperation and Development 
(OECD). According to Mr Pow- 
el l*s recently-published annual 
report it has finally been estab- 
lished thfrt Jersey *rid Guern- 
sey are covered by the UK’s 
ratific ation of the OECD Con- 

“With the benefit of this dec- 
laration negotiations are con- 
tinuing to obtain the agree- 
ment of the Japanese 
authorities that Jersey mutual 
ftmds may be marketed to toe 
residents of that coun t ry,* says 
Mr Powell. 

But according to Mr John 
Roper, director general of the 
Guernsey Financial Services 
Commission, a further snag is 
that the Japanese rules do not 
extend to an OECD member 
country’s possessions. This 
would seem to rule out the 


Channel islands if they were 
UK colonies, but technically 
they are not, being direct pos- 
sessions of toe Crown. So the 
legal arguments continue. 

Another battle of recognition 
is being fought with Luxem- 
bourg over whether Guernsey 
A class ftmds, which are 
accepted by the UK as being 
covered by an equivalent level 
of regulation to gfmflar main- 
land funds, shnnM qualify for 
listing on toe Luxembourg 
Stock Exchange. 

Snags have been experienced 
by a Guernsey merchant hank 
in obtaining a Luxembourg 
quote for one of its ftmds, and 
Mr Roper has written to the 
Ihstitut Monetaire Luxembonr- 
gecise to seek clarification. 

At any rate the regulators 
are now well entrenched, and 
are less unpopular than might 
be expected, given that three 
were previously free-and-easy 
financial c entre s. One Jersey 
financial inter medi ary. Actus, 
lms joined the UK regulatory 
body Fimbra, one of only two 
flhannel Inland firms to do SO. 

This voluntary action adds 
credibility, says Mr David 
Spencer of Aetna, and he is 
worried that local regulation 
does not yet extend to the 
financial intermediary sector. 
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ALDERNEY 


Tentative steps 
on the path to a 
financial centre 


THE TINY island o I Alderney, 
just 3% miles long, has set 
itself the task erf becoming an 
international finance centre. 
But its government’s aspira- 
tions are far more modest than 
those of the g o v e rnments erf its 
sister islands, Jersey and 
Guernsey. 

Alderney is part of the Baili- 
wick of Guernsey and enjoys 
the same tax laws. However, it 
has to manage its own finances 

and for first Hiw«» since the 
last war, is taring a budget def- 
icit. Its wi»i» source of income, 
about £2%m. is income tax lev- 
ied on individual residents, 
many of whom are retired and 
living off their investments. 

Options for generating 
income are extremely limited 
in sach a small space and 
where the population numbers 
just over 2,000 people. Hence, 
the decision to emulate its 
larger neighbours. 

m tact, Alderney is already 
dipping its toes into the waters 
of offshore finance and several 
professional financial services 
can be found in the cobbled 
streets of St Anne, the island’s 
small town. 

The arrival of Portman 
Channel Islands, a wholly- 
owned subsidiary of Portman 
Building Society, in Alderney 
in October this year was much 
heralded by the local author- 
ity. The commitment by Prat- 
man, the 14th largest society in 
the UK, is hoped to encourage 
other reputable institutions to 
consider Alderney as their 
flhannrf islands' base. 

Portman offers accounts for 
local residents, expatriates 
international investors from 
this offshore base. The office 
has two permanent personnel 
and a manager who visits once 
a week. This is very much the 
style of operation that Alder- 
ney is seeking. 

Mrs Eileen Sykes, vice-presi- 
dent of the island’s legislature, 
gaid: “ Althoug h we have very 
little unemployment we do 
have a pool of clerical staff and 
managers would have to be 
brought in to the island. We 
are seeking businesses that use 
communications technology 
and are not labour-intensive." 

The building society is 
housed in QQivfer Court, a tra- 
ditionally-designed purpose- 
built office complex in St 
Ann*- Also boused in the 17 
offices are a firm of lawyers, a 


and Mitchell and Partners, the 
estate agents handling the 
complex. Although ft is a pri- 
vate development, toe local 
authorities are keen to pro- 
mote its occupation by finan- 
cial institutions. 

Just across the street are the 
offices of Dubarry Trustees, a 
firm providing trustee and 
financial services to a world- 
wide client base. Dubarry’s 
parent company was estab- 
lished in Jersey 25 years ago 
but the need to expand led the 
company to open its Alderney 
office in 1988. 

Ms Barbara Kalman, a law- 



yer and director of Dubarry, 
said the Wan d is an 
place to be based. "We only 
need the telephone, tax and a 
mo dem link and we can work 
worldwide,” she said. 

Another Alderney-based 
institution with cheats world- 
wide is Guinness Flight and 
CaMer. Mr Douglas Calder, a 
lawyer, spent 20 years in the 
Cayman Islands, where he was 
instrumental in those islands* 
development into an offshore 
finance centre. 

He returned, to Alderney four 
years ago and sees potential 
for the island in the financial 
services field. He said it has 
most necessary attributes, 
such as English language, 
political stability, decent legal 
system and geographical posi- 
tion. He said it needs new com- 
pany and trust laws and a new 
court system. 

“Alderney could attract first 
class trust, law and accoun- 
tancy firms worldwide and 
cubicle banka that could be 
run by trust companies,” he 
said. 

The need for new company 

Options for the 
generation of income 
are extremely limited 

law Is reiterated by Mr Roger 
Featherstone, an accountant In 
the island since 1982. He 
pointed out it was possible for 
him to get a company In the 
Caribbean in a day but in 
Alderney ft takes a week. 

Not everyone welcomes the 
prospect of expansion of finan- 
cial services in the island. Mr 
Peter Nunn, who runs Ingham 
International, which handles 
international insurance, invest- 
ment and financial planning, 
feels the sector is as Mg as it 
can ever he. He expressed 
doubts about the ability to put 
the required infrastructure in 
place and about staff recruit- 
ment, the latter because of the 
tack of residences. 

However, Mrs Sykes said 
there was s ufficie nt property 
available and no restrictions 
cm residency. Prices for resi- 
dential property In Alderney 
range from £100,000 to £500,000. 

It is doubtful whether such a 
amflU community, where busi- 
ness life revolves around the 
local shops, three farms and a 
fishing fleet of nine boats, 
could withstand the culture 
shock of a full-blown financial 
services sector in its midst. 

But limited expansion in the 
type of services already suc- 
cessfully operating in Alderney 
coaid generate sufficient 
income to ensure a healthy 
internal budget for the island, 
while retaining its charm and 
quality of life. It is these two 
latter attributes that attract 
the retired island residents 
whose income tax constitutes 
such a large portion oT Alder- 
ney’s Income. 

Suo Stuart 





net 


FF 


SHOS 6 






r**t •••* 

>***£W>*93 i 

V #♦ V . .. tj. . • \ 

• /, .* » ». >V . »s 




• * % ***** "•*„ >i m i/i nfr4n 


Bg OFFSHORE SERVICES f| 

■ OFFSHORE FUNDS B 

■ OFFSHORE FUND S 

MANAGEMENT W£ 

SERVICE H 

■ PRIVATE CLIENT' Hb 

INVESTMENT 
SERVICE gg 

■ TRUST & COMPANY 24 

FORMATION & M 

ADMINISTRATION B 

Telephone Kaye Foorame on 
(0534) 73244 or fill in the coupon 

Thhi J ii uUM BtntlBHbMiMapwwtJBy &S 

mu 

cl !MRO ani LAUTRD. Tfa* vshv zJ tn mwiuma 

my&OaiseiiaariK. jg&q 

PteasQ send mo Infoirrwtioa ok- 
KMpi □ OFFSHORE FUNDS Sj 

□ OFFSHORE FUND MANAGEMENT gg 
□ PRIVATE CLIENT MANAGEMENT 

ag| 

isll|. igg 


iyw ■.X'i jK **■ X* 


*3 TELEPHONE; 


FULL PRIVATE BANKING SERVICES 

Including Trust and Company 
formation and management 



Swiss Bank Corporation 
(Jersey) Limited 

The key Swiss bank 


A wholly owned subsidiary of 
Swiss Baric Corporation, Basel 

40 Esplanade, St Halier, Jersey Channel (stands 
TeL (0534) 36341 Fax:(0534)35225 Tbc 4192288 

Copln of ttw bust autSiad annual foport am awaDaUa upon requosL 
SBC is a mamlMr ofTSA In the UK. 


Swiss Bank Corporatkxi 

Schwe'zerischer Bankverein 
Soci^lg de Banque Suisse 


iRNATIONAL 


If you are considering investing offshore, 
whether you live at home or abroad, 
you can rely on the management security 
of investing through one of Britain’s 
leading financial services groups. 


[T SB] 


INTERNATIONAL 


We. saif Yes wherever you a/&. 

For more information about investing offshore telephone TSB on 
(0534) 73494, or write to: Elizabeth Wiscombe, TSB Fund Managers 
(Channel Islands), 31 The Parade, St Helicr Jersey, Channel Islands. 

This odwrtijeiHflit has beta kined by TSB Fund Managers (Channel Island,) limited and approved b? TSB’ 
Imcument Services Limited (LAUTRO), 
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An expertise in the field of trust and company administration underpins the financial sector 


Discretion is the better part of value 


home of the ruler of Sarfc where the lordship Is herodRary 


CONSTRUCTION 


UNDERPINNING the Channel 
Islands’ banking and invest- 
ment business is the offshore 
industry of trust and company 
administration. Because of its 
personal and confidential 
nature this service receives 
minimal publicity, except 
when something goes wrong. 
But hundreds of staff in law- 
yers’, accountants' and banks’ 
offices are employed protecting 
ami administering assets of the 
world’s wealthy. 

Trust end company adminis- 
tration forms the backbone of 
any offshore financial centre. 
Liquid assets under adminis- 
tration are usually passed to 
local banks and investment 
institutions, thus providing a 
substantia! part of an offshore 
centre's deposit base. 

Expertise devekmed in 
field over the past decades, 
coupled with toe presence of 
top ranking banks and invest- 
ment institutions, has made 
the Channel Islands first 
choice for many high net 
worth individuals. 


Recent newspaper articles in 
toe UK about the use of off- 
shore trusts by wealthy UK 
residents to avoid capital gains 
tax have rekindled fears that 
the British Government will 
take corrective action in its 
next Budget. There was 
already a round of beat-the- 
Budget trust formation last 
winter. But existing trusts are 
unlikely to be affected, and 
these days toe Channel Islands 
reach out to a global clientele. 

Trusts in Britain were 
known as far back as toe 14th 
century, when a knight 
granted life interest to his ser- 
vant to farm the land. The 
main purpose of trusts was 
always to provide protection 
for those who could not protect 
themselves. But since the 1940s 
trusts have been recognised as 
having broader uses as part of 
le gitimate tax planning. 

Mr Charles Parkinson, of 
Paxmell Kerr Forster in Guern- 
sey, said trusts form a main 
part of accountancy and bank- 
ing business in Umd. 


-Ideally trusts are formed 
with assets that have not yet 
really appreciated," said Mr 
Parkinson. 

“The subject matter maybe 
or become a share portfolio, so 
then trustees employ a stock- 
broker. But since the market 
crash most now sit on cash 
deposited in local banks." 

A trust can last up to 100 
years and baa three parts: toe 
settlor, who gives the asset; the 
trustees, who administer toe 
asset according to the settlor's 
wishes; toe beneficiary, who 
ultimately receives toe asset 
There are four main types 

• Freezer - tew value asset 
put in trust which later real- 
ises high value and thus defers 

sp ite d gains tax 

• Accumulation and mainte- 
nance — provision for toe next 
generation 

• Life interest - settlor 
retains income for life and the 
trust has power to return capir 
tal to the settlor so defer capi- 
tal gains tar 

0 (innTO ntiqnal discretionary 


pressures on space 



EXTREME pressure on space 
for commercial and housing 
use has forced Jersey and 
Guernsey to restrict further 
development Their policy is to 
maximise the potential erf exist- 
ing commercial buildings 
through increased productivity 
per employee and a wider use 
of information technology. 

*T do not want to see the 
island ex pandin g to hanm ne an 
unpleasant place to live in," 
said Senator Reg Jenne, presi- 
dent of Jersey’s finance and 
economics committee. 
“Equally I do not want to see 
us going backwards and stan- 
dards of living reduced.” 

The immigration policy, 
known as "zero job growth”, 
was adopted by the States of 
Jersey last December. The aim 
is to reduce the current rate of 
about 800 new Jobs a year to nil 
by 1992. 

To achieve this they intro- 
duced the Regulation of Under- 
takings ana Development 
Board. Any business wishing 
to expand has to obtain permis- 
sion from the authorities to do 
so by convincing them of 
potential increased profitabil- 
ity. While this has placed great 
pressure on many businesses, 
it has also encouraged them to 
for greater use of information 
technology. 

Every business has to sub- 
mit to the authorities quarterly 
returns on each employee's 
profitability. This ban disgrun- 
tled some in toe trust and com- 
pany administration sector 
who pass clients’ funds to hank . 
and investment institutions. 
They feel this enables other to 
demonstrate greater profitabil- 
ity although the source of the 
funds was themselves. 

The supply of office space 
coming into the market is 
tightly restricted and Mr David 
Evans, partner in Healy and 




AaMayArtmood 
Senator Jauno: wants to 
maintain standards of Hvfng 

Baker, estate agents in Jersey, 
said it is “ p r etty old-fashioned 
grid inferior”. 

He said the States’ encour- 
agement to concentrate on pro- 
ductivity per employee will 
lead to an uplift in standards 
and rentals, currently £15-18 
per sq ft "Businesses need 
good quality staff to comply 
with requirements, so they will 
need the best environmental 
and working conditions.” 

Construction of new offices 
requires a development permit. 
To acquire this, the agent 
needs to demonstrate a perma- 
nent letting of at least two- 
thirds of the space to occupiers 
approved by the authorities. 
The occupiers also have to 
obtain their own perm its to 
occupy and employ staff. 

Mr Evans said it is difficult 
to bring these deals home and 
when it succeeds, "from an 
agent's point of view you feel 
you really have achieved some- 
thing”. 

Jersey covers 45 sq mfles and 
has a population of 86,000. St 
He ll er, its main town, appears 
to have developed in a rather 


For a personal 
and discreet 
service to anyone 
thinking of 
buying, selling 
or renting 
a property in 
Guernsey. 


estate agents 

22 LcBordag*. St Peter Port, 
Guernsey. Channel islands 
Tel GWai) 726TO8 
Fax (04SI) 713819 


SALES 
OPEN MARKET 
Guernsey Island Hornet 
We have a selection of property 
available for occupation 
by newcomers from 
a £200.000 apartment 
to a £2m manor house. 
LOCAL MARKET 
From a £55,000 flat 
to a £400.000 farmhouse. 

HOTELS 
From guest house 
to a 4 crown hotel. 
COMMERCIAL 
Flats, offices, industrial 
and shops for investment and 
owner/occupation. 

LETTING 

MANAGEMENT 

We offer a full property 
management/letting service. 

ACQ U I S ITI O N S 

We specialise in the search for 
and securing of property 
for retained clients. 


muddled manner. But out Is 
toe cou n try and coastal areas 
the island’s beauty remains 
tins allied by any tasteless 
development. 

ft was not until 1980 that Jer- 
sey set out a poiUcy section in 
its island development commit- 
tee. Prior to toaL Hneim » issues 
were not addressed said Mi 
Peter Thorne, acting director 

Of the dnrmTfarnent of planning 

and budding controL A devel- 
opment plan for the whole 
island was approved in 1987. 

Mr Thome ^ a wmiHwifl. 
lion pound plan for develop- 
ment erf the w a t e r fr ont area in 
St Heller was nmtar «tiam«rin^ 
ft would incorporate a yacht 
marina hotel «rai self catering 

ararnnwinriatitm , hanging and 

leisure fa diWw 
Guernsey also faces develop- 
ment problems. The island 
houses a population of 60,000 in 
24 sq mil ps and has 
immig ra t i on through a hous- 
ing policy. 

About 1,800 houses are on 
the open market register. 
TStese are the only properties 
on the island available to 
someone without residential 
qualifications or a licence to 
work. The prices of these prop- 
erties are kept artificially nigh, 
the lowest in the range is 
about £200,000. 

Guernsey suffers from exten- 
sive ribbon development that 
took place after the Second 
World War. Farmers looking to 
raise ca pital sold fields «ax* to 
the roads for housing projects. 
The unfortunate consequence 
is that driving around the bun- 
galow-lined roads and lanes 
the island begins to feel like 
one large village. 

Development in St Peter 
Port, the main town, has been 
restrained. Looking up at the 
town from the harbour there is 
l it tle obvious evidence of the 
thriving business community 
it contains and its delightful 
character has been retained. 

Mr Michnal le Tismer, chief 
exec u tive of Guernsey’s island 
development committee, said 
their new development strat- 
egy is to restrict any large ini- 
tiative in rural puts of the 
island. The island's housing 
needs will be c on ce ntra ted in 
what has become known as 
“the corridor”, the area 
between St Peter Port and 
neighbouring St Sampson. 

Suo Stuart 
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ALDERNEY 

- TUB ISLAND WITH NO PURCHASING RESTRICTIONS'- 


BELL & CO 


A New Yob- loom* - followed bcunUy by mother T« Ye*r rad 
pc*»p« » Genual Election. Time tben for « change - wbaher Sandal 
or £ar peace of mind. ALDERNEY fan Und «iA no ftey pataka. 
Ub as Bbnffte — moving ba one canty to aHbR 
NO DcMfa Daria 20% Income Tax 
NO Capital Tfenafec Tax NOVAT. 
Tm-^mtimwiflrritrfinm tnmlainiiini 07 Mm hah — 
For mftxzxutioa, FREE cotaev booklet A PROPERTY LIST, oaacaec 


BELL & CO 


2 Ic 3 Victoria SL AUmMy, C. L T* <KH-S22SC2 Jk *23X17 - Fas MU-S23CM 


VOLAW 

TRUST 


City Professionalism 
Offshore Expertise 

Vbl*w frost provides the following services: 

Company foraadon in all major low or no not 
Ju risdiction s Administration a nd aag ynun of 
companies enraged in: 

• investment funding 

• offshore employment 

• International trading 

• offshore ownership of Melleaua property rights 
* venture capiud pfaiuiing 

• executive pension schemes 

• finance and treasury manag ement 

• off - balance sheet financing 
- rrtergm and acquisitions 

•captive Insurance 


Formation and a dmin istration of offshore ousts tor 
• asset protection 

• avoidance ofcxchangt controls 

• avoidance cj probate JormahOes 
• amdance or deferral of UK taxes 

• overall tax planning 

• employee shore option schemes 

For further detail* and a copy ear hrodaae please OMaa 
Jeks 6ns, Marketing Dtatcfoc 
\Waw Trust 6c Corporate Services Limited 

E a Boa 415. St James Hoose, New St bates Pbce, 

Sc tfeBaJerm JE4 SWH, Channef Islands. 

. Tetenbooe <0534) 75875 

Facsimile (0534) 59882 Telex 4192235 


OFFSHORE COMPANIES 


We offer you over 30 years experience In the estabfehment and 
admintetration of Companies and Trusts worldwide. 

Fid service avaSabie in aD Jurisdictions. 

Free professional consJtaHon. Brochure on request 

ASTON CORPORATE MANAGEMENT LTD 

19 ftef Reid, Dootfii, Ms of Man. Trt fOSSfl 626891 Fac(0S24)62512S 
Sule 32S, Premier Horae, W Greycoat Place London s.W.1, 

Tet 071 '222 6565 FSC 071-239 1515 


rcaovw-DE companies - old s. ve'.v . available immediately 


- UK residents’ tax planning 
arrangement. 

The rarin reason for setting 
up a trust offshore is to d efer 
or avoid capital gains tax, 
' thoug h it may provide opportu- 
nities for deferring income tax. 

Jersey introduced new trust 
law in 1964 and Guernsey in 

1989 professionals in 

both islands say this has 
Vlpcd them considerably. Mr 
Give Barton of Moore Step- 
hens, president of the Jersey 
Society of Chartered and Certi- 
fied said the new 

law hripg when there is any 
uncertainty in the trust deed. 

Moore Stephens’ expansion 
in Jersey is indicative of 
growth nnA trends in trust and 
company administration busi- 
ness In the Channel Is la nds . In 
1974 they bad five staff and cli- 
ents were from the UK, non 
domiciled but resident. Now 
they have 75 staff and their 
work is almost entirely inter- 
national with very few UK 
based clients. 

Mr Barton s a i d: “Over the 


years Jersey has established 
itself as a financial centre, it 
has never been a tax haven, I 
always think of tax havens as 
banana republics. 

Offshore-companies are often 
run in harness with trusts, 
usually to provide an addi- 
tional lays of protection for 

the assets. 

There are two types of com- 
pany available In the Channel 
Islands — exempt and resident. 
Exempt companies pay an 
annual duty fee while resident 
companies pay income tax. 

The corporation tax com- 
pany has been eliminated in 
both Jersey and Guernsey. Its 
itomisa also marked the end of 
the “Sark lark”, a feature of 
non-Channel Island resident 
companies that was embarras- 
ing fHp. authorities. 

The neighbouring island of 
Sark is a different jurisdiction 
and its residents were paid fees 
to act as nominee directors for 
Jersey and Guernsey corpora- 
tion h»t companies. 

Board meetings of these 


companies had to be held out- 
side the two larger Mauds, so 
there was a steady flow of 
lunchtime visits to Sark to 
comply with regulations. 

While most professionals 
and those in the authorities 
are pleased to see the end of 
this ritual, no doubt some Sark 
residents are not so happy with 
the cut in their Income. 

As well as lawyere and 
HfPflnntenfe^ banks also offer 
trust and company administra- 
tion services. Mr Richard Mose- 
ley, managing director of Mid- 
land Bank Trust Corporation 
in Jersey, said they are doing 
more international business 
now. Many clients come 
through Midland’s private 
banking arm or already have 
large deposits with the hank. 

Mr Moseley also , feels the 
UK's perception of oflhhore has 
Improved. But next on their 
bat is 1992 and Europe and he 
said they are addressing how 
Europeans link into trusts- 

Sue Stuart 


TOURISM: end of the bucket and spade era 

A more mature market 


TOURISM in the Channel 
islands is iwwrring more pro- 
ductive per tourist, as the 
islands' dictates of the 

tnarfcg* against thefr limited 
staff resources. Natural beauty 
and temperate climate have 
long ensured a healthy flow of 
visitors, bat low-cost travel to 
toff Mediterranean i»w 
the fTharinei islands into a 
high-cost destination for UK 


The “bucket and spade” era 
b»a pacnAti anfi the faiwwh are 
seriously addresring the need 
to upgrade their infrastructure 
to cater for a more mature, dis- 
cerning market. The emphasis 
is o n retaining th e iwinnriK * nat- 
ural amenWea while providing 
good-quality accommodation 
aw*? e nte ra mrapt 

About 90 per cent of the 
islands* staying holiday-mak- 
ers come from the UK. Jersey, 
which has 23£25 beds, received 
880,000 staying holiday-makers 
last year, while Guernsey, 
which has 9J913 beds, received 
250,000. In Jersey, tourists' 
expenditure wee about £230m, 
in Guernsey about 

In both islands, tourism's 
contribution, to gross iMrinnai 
product is not for behind that 
of the finance sector. The 
authorities have long recog- 
nised the importance of ^ bal- 
anced economy- - * 

“We need the twin pillars of 
firumcp end to nrtem. ft would 
be absolute folly to rely on one 

Industry or the other, or to put 
an our bets on finance, which 
Is vulnerable to events else- 
where. To have a balance is 
important,” says Jersey’s Sena- 
tor John Rothwell, tourism 
president. 

Spare is at such a premi um 
that increased productivity by 
individuals and businesses is 
the only option far expansion. 
The authorities do undertake 
research into the fr to urist 
products and market trends. 

Thar role is mainly advisory 
to those in the industry and 
they do not liberally hand out 
grants for new schemes or 
improvements. "At toe end of 
the day, it is their choice 
whether they upgrade and stay 
in business,’' said Senator 
RothwelL 

Though the islands still get 

t raWHm uiI gnrww w ftmrfl y frftH- 

day-makers, growth in the 
industry has concentrated in 
the early and late seasons. 
"The holiday period does not 



MARTIN BATTY & PARTNERS 

CnaiteredAccountants 

An indrppnilfnt heal practice .K, 

ml BH ii Wi Uet of efftbare joulhum offgrii^ « unriml 

<rf pf »cmce wixh low oroli ead com. 

Write to ta for more uffbrmotiaH at: 

Huguenot Boese, 

28 , Lm Matte Street, &. HeUer, Jeney, CL 
Telephone: 0534 26573 Telex: 4192200 Fte 063478187 


Bank of Butterfield International 
(Guernsey) Limited 

The Socialist Offshcke Bank 

Services include; 

• Foreign Exchange 

• Securities Custody 

• Trusts 

• Company Administration 

• Investment Management 

• Fund Administration 




For further information please contact 
Graham Brooks, Managing Director. 

Bank efflntterfidd Ltenalkaal (Gmt bwj ) ij n i tre 

P.a Bax 25, Hxhhy Haase, Leftbvre Street St. ftw Pert, 

Gmimey, Ocwwl Idmtfa 

Teh (0481) 711521 Fee (048D 714533 Telex: 4191362 FIELD 


GROUPOFFICEa 

BBUSSM, L0M30R GMMMg HONS MOM 




peak now* said Mr Michael 
Wa lden, director of tourism in 
Guernsey. He said the old 
"bucket and spade brigade” 
can no longer afford to go 
there. There is value here but 
it is not cheap,” he added. 

The clientele is older and 
more affluent in the past, 
and the product is more mar- 
ketable in that direction, Mr 
Walden said. “We have 
accepted the product will 
appeal to a higher socio-econ- 
omic group.” 

Mr David de Carteret, mar- 
keting manager for Jersey 
tourism, said it win be impor- 
tant to sell the island as an 
overseas destination in the UK 
market This Is where g row t h 
is in toe UK travel Industry. 

But the islands are looking 
to increase their share of the 
European marfatf. Mr de Car- 
teret said he wants to see more 
an marketing by the 
industry. The normal rate for 
hotels worldwide is between 3 
per cent and 4 per emit of turn- 
over. I believe they are spend- 
ing less here,” he said. 

Although bed losses on the 
islands in the past 10 yeaxa 
have run into thousands, the 
authorities say these were 
mostly at the bottom end of 
the guest-house market Thefr 
loss Is in keeping- wtthihe evo- 
lution of . upmarket tourism. 

Concern was expressed by 
Mr Walden over toe loss of 
1*000 beds in the self-catering 
sector, which at one time had 
25 per cent of Guernsey's bed 
stock. He said that sector was 
hard hit when it was realised 
the planning laws did not pro- 
hibit dump of my flnd many 

houses were sold for first-time- 
buyer homes. 

The main problem facing the 
Industry Is Its need to import 
labour, nearly all of which Is 
Portuguese. There are fears 
that pulli ng down Europe’s 
interstate ba rr i er s may result 
in the Portuguese- seeking 
work in other countries, where 
conditions will be better. 

The authorities in the Chan- 
nel Islands are urging the 
industry to upgrade wages and 
accommodation for Its migrant 
workers to pte-empt this. 

Recent reports show an 
increase in the conference mar- 
ket Although this brings in 
short-stay visitors, they tend to 
be NgNw spending than holi- 
day-makers. 

Conference facilities are 


available for up to 2.00Q dele- 
gates and the average length of 
stay is two or three nights. 
Last year, Jersey received 
18,000 delegates, who spent an 
average of £80 per day, and 
Guernsey received 16,500 dele- 
gates, whose average daily 
spending was £117. 

A larger contribution to 
income in Guernsey is derived 
from visiting yachts. Last year, 
over 13,000 boats visited the 
island, staying an average of 
four nights, and the income 
derived was nearly £8m. A sur- 
vey produced by the tourism 
authority revealed 40 per cent 
of boat people’s expenditure 
was on presents or things for 
themselves, and 22 per cent on 
eating on shore. 

Jersey has only 220 berths 
for visiting yachte, but is dis- 
cussing the development of 
two marinas, which would add 
a farther 1,900 berths. Last 
year, the income from Jersey's 
boat p eo p le was blstw- 

Both islands benefit from 
excellent travel communica- 
tions. As Senator Rothwell 
said: "Any island is only v 
good as its transport links. ” 

There are air services, either 
direct or connecting, from the 
Tilf, EireFrauce, Holland, Ger- 
many. Switzerland and Scan- 
dinavia. London and Paris are 
less than an hour’s flyingtime. 

In tha summer, roll-on roll- 
off ferries operate from Wey- 
mouth, Poole, St Malo and 
Cherbourg. Smaller ferries and 
hydrofoils run from Wey- 
mouth, St Malo and Carteret 

Most Important to the 
islands are the little yellow 
aeroplanes of Aarigny Airlines 
that fly tiie hrfer-feland hope hi 
15 minutes all the year round. 
Even the most fearful passen- 
ger cannot fail to be impressed 
by their efficiency. 

The way forward for tourism 
in the Channel Islands has 
been recognised by them as 
lying in upgrading accommo- 
dation and amenities. Thla wffl 
en ab le them to satisfy shorter- 
stay but higher-spending visi- 
tors, without destroying the 
Islands' natural resources. . 

Mr Walden in Guernsey 
summed up attitudes: “There 
is a determination to meet 
local needs by sustaining aS 
that is. good about our 
and using that to attract visi- 
tors." 

Sue Stuart 
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LONDON STOCK EXCHANGE 


Shares steady in increased turnover 


FINANCIAL TIMES STOCK INDICES 


INVESTMENT institutions 
“were active in the UK stock 
market yesterday rounding off 
their portfolios aheadof the 
Christmas holiday and the 
year-end. With only three trad- 
ing days left b^ore the market 
efiBctiroly hibernates until the 
new year, share volumes were 
surprisingly high, with a £45m 
trading programme from a 
leading securities boose, a 
batch of tax-loss deals and 
some activity in takeover 
stocks all helping to boost Seaq 

trading. However, outside 
these se lected areas, genuine 
investment activity was mod- 
est 

The mood of the market con- 
tinued to change be tw e en can- 
uous optimism for the medium 
term outlook and distinct ner- 
vousness over the immecBate 
outlook. News ttat the UK i 
emment's Public Sector 1 
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rowing Requirement (PSBXt) 
surpassed market mi yefeittmi^ 
by rising to £L3bn last month 
was even seen to be an encour- 
aging investment factor. 

Kleinwort Benson Securities. 
thp UK mgrriwn^ han^ told a 
conference of institutional 
investors that it regards the 
UK equity market as “one of 
the world's cheapest”, noting 

that in 1991 UK Inflation wffl 
half, interest rates will fen, the 
recession will end, cfi prices 
will ease and equities could 


benefit from' the o v erha ng of 
institutional money . 

However, concern over the 
near term outlook continues to 
unsettle equities, not lost the 
renewed speculation of farther 
cutbacks at leading securities 
finns, perhaps to the point of 
some houses withdrawing from 
equity trading. Hopes far early 
reductions in base rates con- 
tinue to recede. 

Equities opened briskly yes- 
terday and moved up by nearly 
8 FT-SE points as stock was 
bought hack to match several 
large taxless .deals operated at 
the close of Monday's session. 
The FSBR news at muknom- 
ing encouraged the view that 
increased government spend- 
ing may help share prices next 
year, particularly in. the bat- 
tered building and construc- 
tion sectors. 

The trading programme. 


which consisted of matched 
buy and sell operations across 
the full range of equities, 
helped turnover along but 
share prices soon began to sup 
from their best levels. The Lon- 
don futures market gave little 
help to the underlying equity 
sector. Although the December 
contract on the FT-SE Index 
held a good premium aga inst 
fair value throughout, much of 
the interest lay in switching 
into the March c on tract, which 
takes over as the operative 
futures instrument on the first 
day of next year. Today brings 
the expiry of the December 
share options contracts, and 
this also distorted trends in the 
option market ttseiL 
In spite of a firm, if irregu- 
lar, op enin g to the new Wall 
Street session, which brought a 
gain of 1L38 Dow points in 
London hours as New York 


responded to favourable news 
on US consumer prices in 
November, the UK market 
gave back much of its early 
gain. 

The final reading put the 
FT-SE Index at 2J61A, a rise 
on tire day of d-9. Seaq volume, 
inc o rpor a ting both retail and 
inter-dealer business, totalled 
575^m shares, against only 
3318m in the previous session. 

Nervousness over the Gulf 
situation, where prospects to 
a peaceful solution appear to 
have been reduced with the 
apparent break-down of rfan« 
to direct discussions between 
the ITS and Iraq, continued to 
Tmsfittte underlying confidence 
in equities. Analysts com- 
mented that over the past 
month the UK market has on 
several occasions reacted 
quickly to bad news from the 

Baat. 
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Swedish 
claims 
hit Glaxo 


GLAXO was one of the worst 
performers in the FT-SE 100 
after analysts reacted beariahly 
to a presentation by Astra, a 
Swedish pharmaceutical com- 
pany that makes a rival to 
Glaxo's Zantac - the world's 
best setting drug. 

Astra claimed the growth in 
sales of Zantac was suffering in 
the important US market, as 
well as in France, Italy, Ger- 
many and Sweden. Both di n g y 
are stomach ulcer treatments, 
although Astra’s Losec is only 
approved for acute cases. The 
company has filed to approval 
for long term treatment 

Analysts at UBS Phillips 
&Drew said investors should 
be aware that Astra’s views 
could be biased. Nevertheless, 
they recommended takfog prof- 
its, considering Glaxo had h«d 
a good rise in recent weeks cm 
US buying. The shares 
retreated 11 to 854p, having 
bottomed at 849p. Turnover 
was a strong asm. 

Increased stake 

Bramah Castro! yesterday 

picked u p rnin thw B pw rent pf 

the shares of its bid target 
Foseco. Two major institutions 
are understood to have sold the 
stock, which raised Bramah’s 
total stake to 2&8 per cent A 
Burmah spokesman com- 
mented: “This dearly demon- 
strates that shareholders 
accept our arguments that the 
Foseco defence is seen to be 
without substance/* 

Foseco eased 2. to 29$p on 
turnover of 10m, a figure 
which represented double 
counting of two substantial 
purchases of Foseco stock by 
Burmah, one of 4m at 300p 
cash and another of just short 
of lm to the same price. Bur- 
mah came under pressure as 
the session wore on and even- 
tually dosed S down at 505p. 
ftl beT* in relatively thin trading 
of 278^00 shares. 

Some chemicals specialists 
took the view that Burmah 
could come under pressure 
whatever the outcome of the 
Foseco bid. “If Burmah loses 
out in the bid battle, it wfll be 
made to look incompetent after 
losing its third successive take- 
over tussle in recent years," 
said one analyst 

Burmah previously made 
unsuccessful attempts to take 
over Laporte and Croda. He 
added, however, that if Bur- 
mah won the Foeeco battle, 
“would it manage the assets 


any better than Foseco has?" 

Yet more brokers’ downgrad- 
ings kept a M an the stores 
sector. Analysts are anticipat- 
ing trading statements from 
several retailers after Christ- 
mas concerning crucial pre- 
Christmas salsa levels. 

Smith New Court joined oth- 
ers on Boots, c uttin g its fore- 
cast to the c u r rent year from 
£377%m to £3G5m after a meet- 
ing with the company. Cazen- 
ove was also said to have 
reduced its figures cm Boots. 
Concern over Boots’ Payless 
do-it-yourself business encour- 
aged the broker to take 
another look at VJ. Smith, 
which owns the rival Do-ft-AB 
chain ami was down 6 at 37$x 
After taking into account the 
wider wtaTarim* fo the economy 
too. Smith reduced its estimate 
on WH. Smith to the present 
year by £2m to £98m and to 
next year by £12An to £107^m. 

UBS Phillips & Drew down- 
graded Storehouse, fe»kmg tta 
forecast for the current year 
from £3Qm to £25m; the stock 
shed 2 to I06p. Burton, were 2 
easier at 80p. A block of &6m 
Burton shares in the late- pro- 
gramme W* pwtwii total vol- 
ume to 13m- Marhetmakar a 
said a line of 3Jjn Batnere 
were placed at 171p. The shares 
receded 5 to 17to- 

There was selective s u ppor t 
for the electricity "discos" in 
front of what is expected to be 

a q{ wwdi Vri ghgr i t in u 

over as private investors 
receive their allotment letters 
and take profits on their 
scaled-down holdings. Com- 
menting on the day's proceed- 
ings, one trader in the sector 
noted: "It is very sqneeuy at 
Hw» winmmrt but we Should 886 
a substantial pick-up in action 
when tiie Mg banks get their 
systems to. dick on to the 
expected Hood of small sales." 

Yorkshire Bud nta jned their 
good run, adding* further 5 at 
168p on 2Bm, while East lfld- 
land and Norweb followed 
dowdy with gains of 4 each at 
148 d and 15m respectively on 
turnover of 3.7m and 2.5m. 
London, up 2% at 146p on SJm, 
«nvi Mlflaml 3 finKT at 14Sp 
on 3u6m, were also prominent 
Ihe Electricity Package added 
£22at£1515. 

Water issues were broadly 
higher, but traders described 
levels of business in the stocks 
as ri t tfat The excellent pr ofi ts 
and dividend increase at Wes- 
sex, in the news last week as 
French group Lyonnais© dee 
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Eanx .D umez its 6 per 
shareholding, triggered sup- 
port to the shares, which rose 
8 to 256p- The Water Package 
was £25 up at £2605. 

The revelation by art auc- 
tioneer Christies that mfawm 
season sales had fallen by half 
sent the shares 13 lower at one 
point. They recovered to l5Bpt 
a loss of 8 an tiie day. Volatile 
Sotheby's dropped 50 to 538p. 

Shandwick, tiie public rela- 
tions group, dropped 10 to 63p. 
There was talk of a Mne of 
stock overhanging the market 

The mar ket had more than 
d is cou nte d a 36 per cent fall in 
I nte rim pr o fit s to Mbn f h nm 
advertising agency Gold 
Greenlees Trott The shares 
climbed 7 to 56p. 

• -.There were numerous heavy 
individual trades in a banks 
sector still faetihg the effacta of 
the recent barrage of profit 
downgrades. Barclays, whose 
shares have been badly manled 
by the big cuts in analysts* 
forecasts, staged a minor rally, 
closing 4 ahead at 353p on 
73m, helped by a broker’s 
recommendation to switch into 
tiie stock from Uoyds. The lat- 
ter dipped 4 to 282p on 53m. 
Midland, where the most bear- 
ish pundits have pencilled in a 
pre-tax loss for the current 
year and it is still suffering the 
aftereffects of tiie Mn criintjw i 
of the merger plan with Hong- 
kong «md Shnw(^H< Pawlr frm 
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Ml 11 to 298p an 23m. NatWest 
eased 5 to 2B<p on 53m. 

Programme trade activity 
was said to have stimulated 
the composite sector. Guardian 
Boyal were slightly easier at 
186 p on 4.3m and Royals 3 
harder at 406p on Urn. Com- 
mercial Union p ij n|n» d up 6 to 
487p after the group announced 
it js n m lrtt ai rBwg mi “wit h prof- 
its" bonus rates “despite the 
difficult economic and invest- 
ment conditions’*. 

- Mace downw a rd pressure on 
crude ail prices - February 
Brent slipped some 35 cents a 
barrel - aid not dent what was 
a prett y sohd performance by 
the aU majors. 

British Gas shares main- 
tained their steady ner- 
fc p mn ce. still hfiii wH by the 60 
per cent stake fothe encourag- 
ing Ml discov ery mafa tn the 
Gulf of turnover in the 
stock reached a good 12m 
shares. 

BP, when 9m were traded, 
was a firm market and settled 
. 5 higher at 332p, whDe Shell 
were aggressively bought and 
rose 9 to 459p on Aim- Hoare 
Govett. in its latest ml and gas 
monthly, highlighted Shell as 
its preferred stoat in the larger 
Mi companies. 

The Hoare oil team said: 
“Despite the US offer far Gulf- 
negotiations and confusion 
over UN resolutions on the Pal- 
estinian question, it would be 
wrong to rule out the prospect 
of war; tiie period to nddJann- 
ary is likely to be volatile.* 
Hoare mnphag1«pd thw* thfl qflg 
sector is “at. its slowest point 
«m«» the Iraqi invasion*, and 
that many m the stocks look 
"fair value on medium term 
prospects". 

Ultramar made good early 
progress to touch 329p before 
f nulling 1 Ivilii a fab" weight of 
selling late in the day - dos- 
ing 2 off at 324p on 8.9m 
- a mid sugg estion s t hat the 
company had brought forward 
the routine maintenance pro- 
gramme at its CaBto nfan reft- 
nery beca use of a narrowing in 
refining margins. 

A block of 800,000 shares in 
Cato was said to have fea- 
tured in a Mg programme trade 
and the stock settled 5 off at 
i on 1.6m. 

Idera failed to shake off 
their gloom as brokers contin- 
ued to lower forecasts and 
hopes for an fannunan t rut in 
interest rates receded. Tarmac; 
which became the latest victim 
of the downgrades, lost 7 to 
288p after Kleinwort Benson 
trimmed its profits figures 
from between C tiOm to £ 2Q0m 
to £l9Qm for this year and from 
£240m to £21flm in 199L 
Mr Jamie Stevenson at 
Kleinwort commented that 
while tiie new assessment was 
“no panic downgrade", a visit 
to the co m pany had confirmed 
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■ MrM. Victor Blank has 

hum a ppointed chairman of 
Charterhouse, merc hant 
banking division of THE 
ROYAL BANK OF 
SCOTLAND, from Jannary 
L succeeding Mr Peter E.G. 
Balfour who retires. Mr Blan k 
continues as chief executive 
of Charterhouse. As an 
e x ecuti ve director of The Royal 
Bank <rf Scotland Group, ifr 
Blank will also become an 
exe cutive director of The Royal 
Bank of Scotland on February 
1 when tim functions of the 
two boards are merged. 

■ COMPUTER SCIENCES 

COMPANY has appointed Mr 
Alistair Crawford as sales 
director. 

■ MrVannl Treves, senior 

partner of Macfarlanes, 

chairman of BBA group, and 
a trustee of the J. Paul Getty 
Jr Charitable Trust, has been 
appointed non-executive 
chairman of 


FOSTER WHKKLER 
ENERGY’S Glasgow 
operations. He was manager 
systems and computer 

** , and a diyiskmal 


■ ANGLIA SECURE HOMES 

has appointed Mr Paul Rudder 
as a non-executive director. 

He is a non-executive director 
of Standard Chartered. H e 
retired from the board of BET 

last Ante. 

■ DATA & ARCHIVAL 
DAMAGE CONTROL CENTRE 

has promoted Mr John P. DMg 
to overseas operations director 
from UK operations manager. 
BKr Martin McMillan has been 
appointed to the newpostef 
risk analyst. 




to exec uti ve foector, training 
and development; Mr Tcmy 
Lesson: from fflvia<n al dtrect ra 
to ex ecuti ve dl rertor, f inancial 
advisoxy 

department; and Mr Mril 
Hodkinson from actuarial 
(flvlsit mal director to executive 
director. In the sales divisions 
Mr Bxhm Buchanan becomes 
executive director. Northern 
Ireland and Wales; Mr Richard 
Kaox-Johnston, executive 
director, Wessex; Mr Roy 
Morris, executive director, 
London; and Mr Sandy 
Sanderson, executive director, 
Cotswolds. 


Adrian White, chairman. 
Bi water, bec omes vice 
chairman of BWIG. 


$gg| 


■ Mr Jonathan Abbott has 

been appointed a director of 

LONDON JAZZ RADIO. 

■ Mr Terry Hassell has been 
' divisional director 



■ Mri 

promoted to chief executive 
of SOC3ETE GENERALE 
3T BAUS8 T URNBULL 
SECURTITES. He was deputy 
riuef e xe c ut i v e, and was 
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ana general managers 


m ALLIED DUNBAR, Swindon, 
has promoted Mr CMin Webb 

(pMuncO torn sales director 

to broker director; Mr Peter 

EDen from divisional director 


j’s Hong l ong 
operatioais. H6 succeeds Mr 
Feto Hogarth who has 
resigned, but who will 
coxdinne to assist in the 
management of Soctete 

RcnmnW a aattlamairf uruf - 

cleftring subgroup in the UK. 
• Mr Christopher Cheng and 

~MV rairlafnphfT ISaim^rfl hnw 

been a^oisted to the board 
of VIYAT HOLDINGS. 

m MrDavidUoyd, a ffizector 
c£ fflr William Halcrow and 

Paxtsere and fhto rinrt 
executive (overseasX has been 
appointed chairman of 
BRI TISH WA TER 
INDUSTRIES (SOUP 
succeeding Mr Wynn Keaxrick 

ofMowiftffl ftitunational Mr 


■ Hr Dondas CWsae 
(pictured), director of sales and 
marketing, becomes director, 
marketing and operations at 
CLERICAL MEDICAL 
INVESTMENT GROUP. Mr 
David Arthur, regional 
manager (north), becomes 
general manager sales. Mr 
Frank Hobson, staff manager, 
becomes general manager 
human resources following 
tite retirement of Hr Neville 
Jones, personnel (firector. Mr 
Sierra AUtfriu, Mr Chris DeQ, 
and Mr John Popham are 
promoted to assistant general 
managers with responriMBty 
for group pensions, life 
. assurance and individual 
pensions. Mr Roger Code? Is 
rotated managing director, 
and MT Robert WaUher 
investment director 


its view that earnings at Tar- 
mac are not going to increase 
much next year, if at alL 

The aniinm iftiumm t that MI 

has acquired 2.2m shares in 
Birmingham Mint and was 
w»Hwg an fmq] offer 

for the company pushed the 
fetter’s price up 9 to 94p, but 
did not h»in TftfP n share price. 
The issmbas fa 

file wake of a number of down- 
grades and yesterday HQ lost 
H to 206D. 

ERF aided 30 at 153p amid 
continued speculation about a 
possible overseas hid for the 
company. 

Good results from NFC 
cheered the transport sector. 
The company saw profits rise 
to £97.7m in the year to Octo- 
ber 1990, pWw fw tte 

previous sneer, while the final 
dividend was announced at 
L6p. The profit figure exceeded 
the company’s “best view" of 
£97m for the year, and Mr Mat- 
thew Stainer at Hoare Govett 
commented that “under the 
circ um st an c es the results were 
pretty good*. However, there 
was no doubt that the first part 
of year would be itifftmit 
he added. NFC put on 8 to 
124p- 

Morgan Crucible, the indus- 
trial materials group, bowed to 
a downgrading by Smith New 
Court and dosed 7 weaker at 
212p. Mr Bruce Davidson at the 
investment bank cut his profits 
estimates for both this year 
and next, citing the Holt Lloyd 
Car Care subsidiary as the 
chief problem area. The new 
figure far 1990 is £80m, down 
from £67m, while that for the 
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following year is £S43m, previ- 
ously £72m_ The group usually 
reports Its annual results in 

Ufarrh 

The market appeared reluc- 
tant to htoaa file iwtewifari mar , 
riage of waste management 
companies Shanks it McEwan 
and Sechem Environmental 
Services. More needs to be 
known why Rechem was will- 
ing to talk, commented Mr 
Robert Miller -Bakew ell of 
County NatWest, as the shares 
of both concerns gave more 
ground. Shanks closed 18 lower 
at 1170p and Reclwm 7 down at 
573p, after 56Sp. 


The bid excitement aroused 
last week by the simultaneous 
suspension of the two waste 

nBUmpnnpnt StOCfeS fatted com- 
pletely and other environmen- 
tal or “green” issues fell back 
to earth. Leigh Interests was 
most affected, losing 8 to 307p. 

Indus trial ho ld ing mmp an y 
Mosaic Investments responded 
strongly to impressive interim 
results. Profits jumped 76 per 
cent to 2335m, the dividend 
payment was increased and the 
directors were confident of a 
successful outcome for the full 

year. Mwmfn wndpd IS hi gher at 

270p. 


CH Industrials tumbled 7 to 
16p after reporting extremely 
poor first half results and 
warning that the trading out- 
look for the rest of the year 
would remain, difficult. 

A shortage of stock contin- 
ued to help Bass, which ended 
another 16 up at 1069p. De van- 
ish, the west country-based 
brewer, rose 10 to 144p after 
selling three subsidiaries for 

tlSm raah. 

■ Other Market statistics, 
including the FT-Actuaries 
share index. Page 21 
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CURRENCIES, 



AND CAPITAL 


MONEY MARKET FUNDS 


FOREIGN EXCHANGES 


Dollar falls on discount rate cut 


THE US dollar weakened 
yesterday after the release of 
merchandise trade figures 
which were worse than the 
market had anticipated. The 
yen was lower on Golf worries, 
bat sterling was steadier after 
its recent mils. 

The announcement by the 
Federal Reserve Board that its 
was cutting the discount rate 
by half a point to 6.5 per cent 
came too late to affect London 
foreign exchange markets. In 
New York the dollar fell 
sharply on the news. 

The US trade deficit in Octo- 
ber widened to $ll.6bn from 
September’s $9-3bn, and com- 
pared with an average market 
expectation of $9.6bn. A large 
rise in imports boosted the def- 
icit: the trade shortfall with 
Japan rose by almost 50 per 
cent, and these was also a defi- 
cit with western Europe. 

The foreign exchange market 
has not been paying great 
attention to US trade figures 
since the deficit began to nar- 
row in 1987. The latest figures 
could be volatile, as can be any 
single month's outcome, and 
analysts said yesterday that 
more evidence would be 
needed before any firm conclu- 
sions could be drawn. 

The dollar also came under 
pressure from the 03 per cent 
rise in November consumer 
prices. This compared with a 

£ IN NEW YORK - 


ESpet L9420-L9430 

1 north 1.04-1 D2pm 

3 martin 2. 75- 2. 72pm 

12 months— 8.70-ft.UKn 


0.6 per cent increase in the pre- 
vious month and expectations 
of another 0.6 last month. 

Before the discount rate cut. 
Federal funds traded firmly at 
7ft per cent, above the IW’s 
perceived target of 7%, as year- 
end factors boosted rates, in 
late trade Fed funds were 
Quoted at 7. 

The US currency closed 
easier in London at DML4840 
from DM1.4870; at SFrl.2700 
from SFrl.2755; and at 
FFrS.0550 from FFrS.0900. Its 
index lost OJL to 60.8. 

The dollar was prevented 
from falling farther by the 
weaker yen. The continued 
uncertainty about talks 
between toe US and Iraq, and 
more hardline noises from both 
sides in the Gulf crisis 
depressed the Japanese cur- 
rency. Since Iraq’s invasion of 
Kuwait, the yen has usually 
been the first of the major cur- 
rencies to be hit by any rise in 


tension in the Gulf. The dollar 
closed unaltered at Y133-26; 
sterling ro6e to Y257.75 from 
Y256.75; and the D-Mark firmed 
to Y88.75 from YB9.65. 

Sterling overall had a 
steadier tone in low volume 
trading as the UK govern- 
ment’s message was absorbed 
by the market that interest 
rates would not be cut until 
the pound firms. But there is 
still concern that the econo- 
my’s slide into recession may 
eventually force the UK 
authorities to redace rates or 
risk electoral unpopularity. 

Sterling remained the weak- 
est currency in the European 
Monetary System, but closed 
higher at DM2.8725 from 
DM2J8650 and at $L9350 from 
$L9270. It held at S&2ACT5 but 
weakened to FFr9.7825 from 
FFr9 .8075. Sterling’s effective 
index rose (U to 934. In New 
York the pound ended % of a 
cent stronger at 
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MONEY MARKETS 


UK rates soften 


FT LONDON INTERBANK FIXING 


-OLOOul DecJBJ 3 months US Unites 


6 morths US Min 


UK interest rates were slightly 
softer yesterday as the Bank at 
England adopted a more gener- 
ous attitude towards the 
money market's liquidity 
requirements. A firmer tone by 
sterling also underpinned 
rates. 

Money dealers said the Bank 
had been more responsive to 
the market’s credit needs now 
that speculation about an early 
cut in interest rates had waned 
somewhat 

“The message about no early 
reduction in rates has been 
hammered home by the Bank 


UK ch ari ng bask bass leasing rata 
14 par coot 
from October 8, 1998 


in its money market operations 
over the past seven weeks. 
Now that this fact has been 


£501m was injected by way of 
hill purchases, compared with 
a day-today credit shortage at 
£450m. 

Daring the morning, the 

Rant bought *9Dw nf hand 1 

bank bills at 13% per cent and 
£2Q3m of band 2 bills at 13%. 
After lunch it purchased a 
further £76m of band 1 bills at 
i me hanged rates. Finally, late 
assistance of £130m was 
provided at undisclosed rates. 

Among factors contributing 
to the shortage were bills 
maturing In official hands, 
repayment of late assistance 
and a take-up erf Treasury bills, 
which drained £383m. A rise in 
the note circulation absorbed a 
further £2Q0m and bankers' 
balances below target a farther 
£20m. This was partly offset by 
Exchequer transactions, which 

aHHo^ fflhn 

In Brussels the National 
Bank raised the rate on four 


Tte {trim rales arc tte aHfcraSk. OM randW te ae nm ooMbAratb, of the bid Ml rtfcrfd otti ft* OOu 
oiotrtmtte octet ly ftrfr Kp g« tJ h»to at ILOOgjl each DrHiwday. TIk torts « Natml WeteJariir 
Bank d Tokm, DMtete Bank, Banqac ttoti&a! ifc parts art Morpae Gaarart} Tma. 
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RHONE-POULENC SJL 
USD 300000000 
UNDATH3 FLOATING 
RATE CAPITAL NOTES 
Far the period 
December 18, 1990 to 
June 18, 1991 the rate has 
been fixed at 8,1875% RA. 

Next payment date: 
June 18, 1991 
Coupon nr; 9 
Amount: USD 41392 
for the denomination 
of USD 10000 
USD 4139,24 
for the denomination 
of USD 100X300 

THE PRINCIPAL RWMG 
AGOIT 


:•> | a i zi'in • : 


ALSACOME DE BANQUE 
15, avenue EmSe Reuter 


ISLE OF 
WIGHT 


The FT proposes to 
publish this survey on 
March 17 1991. 

It will be of particular 
interest to the 54,000 
businessman involved in 
the decision making 
about Relocating 
Premises who are also 
regular FT readers. If 
you want to reach this 
important audience, call 
Clive Radford 0272 
292565 or fax 0272 
225974. 



1 Shell fragments are involved 
in her plans <8) 

5 Significance people put in 
evidence of roadwortbinese 
TO 

9 Type erf green wrench found 
in Ireland <® 

10 Like the heartless naval 
force behind (6) 

one’s own field (9) 

18 Runs river services which 
cant be intercepted TO 
14 Look out far hole m the 
ground TO 

10 Ruse is upset by note being 


mmmsmmfm 
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a Clear second in prig? money 
( 5 ) 

4 Evacuate from taiand CD 

6 Following died, helping (9) 

7 Train fra: duty without sign 
of hesitation (8) 

8 Hard metal barrel on end of 

Idg gun TO 

11 The way tax-collectors 
become active (4) 

15 Grasp collar TO 
17 Begin with introduction of 
new taw that’s strong and 
rehahle (8) 

U Study the Church, Iterate 

believe (S) 


EMPLOYEE SHARE OWNERSHIP 

The FT proposes to publish this survey on 
23rd January 1991. 

Tt win be of special interest to the 79% of 
Chief Executive in Europe's Top 2000 
companies who read the Financial Times. If 
you want to reach these important audiences, 
call Bill Castle on 071 8733760 or fax 071 873 
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4pm prices December 18 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 
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Discount rate cut sharply 
boosts Dow in afternoon 


Grecian tumult ends in subdued optimism 

The roller-coaster ride in the Athens equity market this year is detailed by Kerin Hope 


Wan Street 


STOCKS ON Wall Street were 
given a sharp boost yesterday 
afternoon by the news that the 
Federal Reserve is cutting the 
discount rate from 7 per cent 
to 6-5 per cent with effect from 
today. This is the first change 
in the rate since February 1969, 
when it was raised from 645 per 
cent to the 7 per cent leveL 

The Dow Jones Industrial 
Average was showing a gain of 
83.41 by the close at 2,628.73, 
almost double the rise which it 
had already notched up daring 
the morning session. One 
dealer described the market as 
“just exploding” on the 
ann ou n cement 

Volume on the New York 
Stock Exchange rose to a 
chunky 176.5m shares, com' 
pared with the previous day’s 
118.6m, while advances on the 
big board oatscored falls by 971 
to 581. 

The market had already 
started the trading session on a 
good footing. Having seen an 
unpleasantly high November 
producer price index last Fri- 
day, inflation worries were 
soothed when the consumer 
price index for the same month 
fell exactly In line with the 
pundits* expectations and 
prompted renewed hopes of an 


easing in interest rates. Senti- 
ment remained largely unruf- 
fled by more disappointing 
trade data. 

The interest rate news came 
as the market was digesting a 
series of announcements from 
the ITS commercial banks. 
There was some relief when 
Manufacturers Hanover 
declared its regular dividend. 
In spite of speculation that a 
reduction in the payout might 
be on the cards in line with 
Chemical Bank and Chase 
Manhattan. Manny Hanny 
shares ended $1% higher at 
820%, one of the most actively 
traded stocks. 

However, the focus quickly 
shifted to the anouncement by 
Qficorp that it would cut its 
dividend by 44 per omit, trim 
staff by 8,000 and declare a 
fourth quarter loss of up to 
8400m. 

Signs that the bank' was 
finally confronting its prob- 
lems poshed Citicorp’s shares 
% higher to 814%. 

Bankers Trust, meanwhile, 
said it was increasing its divi- 
dend by 9 per cent and was 
rewarded by a 82% rise in its 
share price to $44%. 

Among the active stocks was 
Edison Brothers Stores, which 
lost % at 24%. Traders 
s uggest ed that most of the 
activity was related to a quar- 


terly dividend payment dne on 
December 20. 

Among airline issues, Ameri- 
can Airlines recovered % to 
849%, having fallen in the pre- 
vious session on news that it 
would be uwnfrtg new stock 
next year following its 8445m 
agreement to purchase certain 
routes into London from Tran- 
s World Airlines. Pan Am, 
which has yet to respond to a 
takeover proposal from Mr 
Cad Icahn’s TWA containing 
8LS0 of cash as well as addi- 
tional preferred stock, shed % 
to 81%. 

A statement from NCR, 
which is facing a $&lbn hostile 
takeover bid from AT&T, to 
the effect that it was not for 
sale to anyone - the first time 
it has indicated that a “white 
knight” was ruled out — 
left NCR’s shares down $% at 
887%. This is just slightly shy 
of the $90 a share offer from 
the predator. 

Canada 

TORONTO closed mixed in 
spite of fim surprise cat in the 
US discount rate in late trade 
and subsequent rally on Wall 
Street. 

The composite index edged 
up R9 to 3J36J9 but declines 
led advances by 838 to 275 after 
volume q£ 25.2m shares (27.82x0. 


O FFICE SPACE is at a 
premium in the laby- 
rinth of arcades sur- 
rounding the Athens Stock 
Exchange. Expanding Greek 
brokerages compete for space 
with increasing numbers of 
new arrivals, among them 
mutual fund managers, 
research analysts and invest- 
ment companies. 

A tumultuous year on the 
bourse, which saw the Athens 
general index surge by more 
than 300 per cent and then lose 
more than half of its gain, is 
gmWfig on a note of subdued 
optimism. Fears of a Gulf war 
persist, but local analysts are 
cheered by the conservative 
government’s decision to 
launch a three-year economic 
stabilisation programme in the 
new year. 

Investors recall how a previ- 
ous austerity package in 
1986-87 brought a wage freeze 
which helped boost private sec- 
tor profits to record levels. 
Earnings prospects already 
look bright for most banks and 
leasing, unti^p food 
processing concerns. 

The capital markets commit- 
tee, the main regulating body, 
is flooded with applications 
from new securities houses 

EUROPE 


seeking a seat on the 
e x c han g e . Six new brokerages 
joined earlier in the year, 
another five were given, the 
go-ahead this month and 15 
other requests are pending. 

Mr Nikitas Nlarchos, the 
bourse president, says: “By 
spring we shall have increased 
the number of s toc fc fr re kp"* on 
the floor from 30 to 50 in one 
year. Computerised trading 
must be introduced within. 1991 
in order to maintain invest o r 
confidence." 

The open outcr y system cur- 
rently in use came under 
severe pressure this year as 
daily trading volume soared 
from less than Drlbn (88m) last 
January to more than Dr5bn in 
the heady days of June and 
July. On a busy day brokers 
were unable to execute more 
than 25 per cent of orders. 

Settlements were delayed for 
weeks, until the Exchange’s 
new central share depositor y 
called in a computer service 
bureau to help out 

The stock market’s rise was 
triggered by expectations that 
the conservative New Democ- 
racy party would at last win a 
majority at the April polL Tbe 
market shot up 7 per cent toe 
day after tbe party scraped 
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through with a narrow victory. 
After starting tbe year at 460, 
toe todwr bad reached 900 by 
the end of April. 

Small i n vest o r s, many from 
toe countryside. leapt an the 
bandwagon in what one broker 
called “a frenzy of specula- 
tion”. Three new mutual ftmds, 
sold through the provincial 
hawk gn<j insurance networks, 
scooped up large amounts in 
farmers’ savings and untaxed 
income from a black economy 
currently estimated at 35 per 
cent of gross domestic product, 

The index peaked at 1,684 in 


July, before a gentle summer 
correction gathered pace in 
September. The Gulf crisis had 
undermined confidence even 
before Athens lost its bid to 
stage the 1996 Olympic Games, 
sending the index plunging to 
below 1,000. “Gulf worry and 
the psychological blow of los- 
ing the Olympics set a volatile 
trend that is still going an." 
says Mr George Pervanas. a 
broker. 

On Monday the market 
dropped by 10 per cent at the 
opening but fjpfahAd the ses- 
sion only 4.6 per cent down, at 
97L19. The fall was blamed on 
end-of-year profit-taking. It 
nmw> after a two-week rise trig- 
gered by the government’s 
decision to ta* interest on 
hmifc deposits, which brought a 
new wave of savings into the 
market. Yesterday the market 
stabilised with the index clos- 
ing up &23 at 971.42; turnover 
has faUon to a daily average of 
Dr2bn from Dr5bn to Dr6bn 
seen in the spring. 

The bourse's uncertain mood 
has caused half a dozen Greek 
companies to postpone plans 
for launching equity issues in 
1990. Twenty-five companies 
sought listings between Janu- 
ary and September, more than 


the total for toe previous 10 
years. Most issues were heavily 
oversubscribed. 

New equity, issues and 
Increases of capital by compa- 
nies among the 120 already 
listed has brought more than 
DrlOObn into toe market this 
year, "a substantial deepening 
of liquidity”, according to Mr 
Nlarchos. Total capitalisation 
was expected to end the year at 
about Sl5bu, up from tbe 
86ibn of last January. 

Mr Panagis Vourloumis of 
Alpha Finance, the investment 
ana of a private Greek bank, 
says: “The foreign institutional 
investors have reduced their 
holdings, but the market has 
stayed resilient. This is a 
healthy sign for the future.” 

T he parallel market for 
smaller companies has 
proved slow to develop, 
with only five listings since its 
establishment last February. 
New legislation, however, hit 
tog toe capitalisation require- 
ment from Drl7Qm to DrSOOtn 
for new entrants to the big 
board should stimulate more 
interest in the parallel market 
• This article begins a short 
series on some of toe moat 
remarkable markets of 199ft. 


Bourses close little changed as holiday nears 


ASIA PACIFIC 


Money supply figures lift 
Nikkei in modest trading 


Tokyo 


THE Nikkei average moved up 
yesterday on news of a slowing 
of money supply growth, 
although market activity was 
only modest, writes Emiko Ter- 
azono in Tokyo. 

The 225share Nikkei, which 
opened at toe day’s low of 
24.09&M dosed at the high of 
24,424.02, up 336.11, after an 
afternoon rally triggered by 
renewed hopes of lower inter- 
est rates. First market volume 
totalled 350m shares, after 
Monday's meagre 250m, but 
declines led rises by $74 to 4B8, 
with 109 issues unchanged. 

The Topix Index of all first 
section stocks rose 11-59 to 
1,790.48, although in London 
the ISE/Nokkei 50 index 
32S to U63JW. 

The November money supply 
grew 10 per cent from toe pre- 
vious year, L8 per cent slower 
than to October. "The market 
bad expected November money 
supply growth to be around 11 
per cent,” said Ms Caroline 
Stone at Barclays de Zoete 
WedxL The bond market also 
responded, in turn triggering 
demand for interest ratesensi- 
tive stocks. 

Buying spread to other large- 
capital Issues, such as ship- 
builders and heavy industries. 
Exporters rose on the weaker 


yen, while construction shares 
were favoured as laggards. 

Nippon Telegraph said Tele- 
phone climbed Y10.000 to 
Yl^Bm, buoyed by the Minis- 
try of Finance’s announcement 
the previous day that it will 
sell only asm shares over the 
next five years, instead of the 
originally planned 5m. 

Ifcrwnan , the t rading iirmpny 

with heavy debt from its land 
investments, dropped Y36 to 
Y509 cm rumours that its loans 
were continuing to rise. 

The Nagoya Stock Exchange 
suspended trading in four 
issues following report s that a 
main shareholder m the com- 
panies had filed for bank- 
ruptcy. Speculative stocks 
were heavily sold: Iseki, an 
agricultural mach i ner y maker, 
weakened Y38 to Y623 and 
Honshu Paper ¥80 to YSJ5Q. 

Snow Brand Mflk Products 
advanced Y21 to Y876 on expec- 
tations of robust sales of dairy 
produce gifts in the Japanese 
year-end festivities. 

In Osaka, the OSE average 
receded 162.92 to 26,295^7 on 
vuhnne of 54.9m shares. 

Roundup 

PACIFIC Rim markets were 
mostly lower yesterday. 

HONG KONG gave a muted 
reaction to Monday’s news of 
the forthcoming exodus of 


Wnnglmng and .ghangfo ai Rant-. 

ing. Turnover declined to 
HK3681m from HK8694n and 
the Hang Smg ftiday improved 
14.73 to 3,066.65. 

SINGAPORE was mixed in 
thin volume. Turnover rfippwi 
to S851m from S855m. The 
Straits Times I nHnutrial mrinr 
edged up 2.82 to 1,174.40. 
KUALA LUMPUR saw contin- 
ued firmness In plantation 
shares, hut the composite 
indp t eased 393 to 49&08 in 
t ur nov e r of 46m shares (51m). 

TAIWAN extended Monday’s 
losses. Volume contracted to 
T$33Bbn from TJ38.4bn. The 
weighted index fell 4.5 per 
cent, or 183.01, to 3^19.73. 

MA N ILA sagged as investors 
sold, souring that the euphoria 
over the discovery of afl in the 
southern Philippines was fad- 
ing fast- The r omp red te index 
slipped 1R83 to 655^2 to torn- 
o ver of 139m pesos (135m). 

NEW ZEALAND paused after 
its recent decline to six-year 
lows, and before today’s eco- 
nomic statement from the gov- 
ernment. Turnover was domi- 
nated by trade to the market’s 
big three stocks and expanded 
to NZ812m from NZJllm. The 
Barclays index shed 2.15 to 
U7334. 

B OMBAY fell sharply after 
the government raised excise 
and import duties. The BSE 
index lost 7&81 to 1,111.73. 


BOURSES WERE little 
changed yesterday, with most 
ending steady or slightly 
vreaker in the run-up to Christ- 
mas, unites Our Markets Staff . 

PARIS slipped to moderate 
trading on the last day of the 
monthly account, with the 
CAC 40 index ending 14.58 
lower at L59L65 - the first 
time the index has closed 
below L600 for a month. 

Sanofi, the pharmaceutical 
concern, fall another FFr36 to 
FFr780 for a twoday fall of 9 
per cent, on continued worries 
about prospects for its TIclid 
anti-stroke drug, which 
received a recommendation for 
only iftwrtpri use in the US. 

Among the day’s most active 
stocks. Generate des Fnrrr fell 
FFr17 to FFr2^54 with 172^70 
shares traded. Pechiney Inter- 
national lost FFr7.90 or 5JB per 
cent to FFr129 on 142,690 
shares, after a broker down- 
graded its profits forecast for 
the comp any in 1991. 

FRANKFURT traded side- 
ways in thin volume, to low 
spirits after Monday's drop of 
more than 3 per cent After a 
R97 fall to 637.53 in toe FAZ 
tnHwr at nddsesshm, the DAK 
rec o vered to dose L54 higher 
at M77.3L 

Volume dropped again, from 
DM4.6bn to DMSJbn. Bis Bar- 
bara Altmann of B Metzler in 
Frankfurt said that many bro- 
kers, dealers and inv e stors had 
decided to dose for the year 
after Monday’s drop. “There 
were some good buying orders 
for chemicals," she said, “but 
these were priced within strict 
limits.” 

The best rise in the big three 
chemicals, accordingly, was 
DML50 to DM224 at Hoechst 


One of the best rises of the day 
was in tftg (f q arin wnf stores 
group, Karstadt, up DM8JjQ at 
DM612 in a weak retail sector. 

Metzler likes Karstadt on 
fundamental grounds, expect- 
ing a good earnings thte 

year fhtlnwfTi g tht» -j pt m+iirtirm 

of a wwitmi distribution sys- 
tem; but Ms Altmann *i«r> 
tfrqfr the stock iwtf yew a size- 
able decline r ecently that 

yesterday’s rise might simply 
have reflected the conclusion 
of selling orders. 

MILAN aided slightly lower 
to light tmrftng to spite of a 
late turnround. The Comit 
index fall L53 to 834KL 

The teteconammicttttaiM sec- 
tor was expected to be in focus 
today following news after the 
wmrirrt dosed that Sip could 
raise telephone rental charges 
for the first time to five years 

Ulld a Van increase will rha i r’g ng- 

Ms Melinda Diamond of Bar- 
ing Securities said the overall 
Increase in Sip’s revenues 


would be 3£ per cent, at the 
tower end of market expecta- 
tions. The real beneficiaries, 
however, would be the telecom- 
munication suppliers because 
the extra revenue would 
ensure that Sip mntniiiQ 
its investment plans, worth 
Las trillion in 1991. she noted. 

Enhuout rose L5 to LL555, 

riwnrwi by tamw gf tha 

hnni te that vtKi tha state hold- 
ing company, plans to 
exchange for the 850m Eni- 
mont shares outstanding. 
Under the deal, Enimont 
shares are valued at U.650. 

SfemAi, tiw retail chain con- 
trolled by Mr Silvio Berlusconi, 
eased L250 to 127,800, after the 

rrnnpany rianied that it WOOld 
be sold to SME, tbe state-con- 
trolled food group. 

STOCKHOLM eased in fairiy 
active turnover of SKx273m. 
The Aft&rsv&rlden General 
index fan 7.3 to 86&S. 

Astra bucked tbe trend in 
toe wake of an analysts' meet- 


ing during which it emerged 
Losec, its anti-ulcer drug, 
was close to gaining approval 
in Japan. The free B shares 

rose SKi6 to SKr494- 
AMSTERDAM was mixed, 
toe CBS Tendency index rising 
<U to 95& Royal Dutch was tbe 
most actively traded stock and 
gained F1L40 to FI 13020. 

Elsevier, the publishing 
group, eased 90 cents to 
FI7&90. In a report, James 
Capel expressed concern that 
fluctuations in the dollar and a 
disappointing underlying rate 
of growth might weaken the 
shares in the short ran. 

MAnwm edged higher, with 
the gen er a) index adding (L53 
to 234.52. Banco Hispano 
Americano rose Pta30 to 
Pta2,695 after a block of 2.75m 
shares, or &3 per cent of the 
bank’s capital, was traded at 
Pta2j60 a share. 

There was another block 
trade in Ebro, the food group 
which is merging with Indus- 


tries Agricolas. Its share price 
gained Pta85 to Pta2,3S0 after 
425.000 shares were 
at Pta2,265 a share. Also , 
was Sarrio, toe paper company, 
which added PtalS to Pta638 
after 1.6m shares were traded, 
including several blocks. 

COPENHAGEN fell in light 
trade on fears that the new 
centre-right minority govern- 
ment would not last long. 
Novo-Nordisk was the. most 
active share, falling DKrg to 
DKr355. OSLO slipped is busy 
trading worth NKr547m, 
boosted by tax transactions* 


SOUTH AFRICA 

GOLD Mures eased on weaker 
bullion prices and ahead of 
President F.W. de Klerk’s 
address to the nation. TheJSK 
all-gold Index fell 18 to 1411 
while the overall index was 28 
lower at 2,669. Vaal Bqefa 
dropped RSJiO to R180. 


Adsteam drops 33% on concern over restructuring 

By Tim Blue in Sydney 


SHARES IN Adelaide 
Steamship, the trading and 
investment group, sank 40 per 
cent to a low of 18 cents in 
active trading on the Austra- 
lian Stock Exchange, before 
dosing down 10 cents, or 33 
per cent, at 20 cents. Trading 
volume in the stock totalled 
2 Jm shares, making Ad st e am 
the fifth most heavily traded 
issue of the day. 

Brokers said the fall was 
linked to continued concern 
over the company’s plans for 
debt refinancing and corporate 


restructuring. They added that 
the shares may ai«> have been 
put under pressure by a report 
from Prudential Bache Securi- 
ties (Australia) advising small 
shareholders in the five listed 
members of the Adsteam 
group to “seek a safer refuge 
for their Investment funds”. 

Among Adsteam’s main 
associates, David Jones lost 7 
cents to 40 cents, compared 
with a 1990 high of A812.40, 
Tooth and Co fell 20 cents to 
63 cents, Petersville Sleigh 
dipped 7 cents to 93 cents and 


National Consolidated shed 7 
emits to 30 cents. Prudential 
Bache said in its December 
Quantum report: “These com- 
panies are to the process of 
rationalisation aod iwt »* cre- 
dence can be given to toe 
fin a nc ia l numbers of any of 
the individuals of the group.” 

Adsteam shares have 
slumped from a high in Janu- 
ary of A88.60 on worries about 
the group’s complexity and its 
ahiuty to service debt levels 
estimated to be at least 
A$4-5bn (US$3 -4bn). 


Further pressure came from 
a newspaper report that 
Adsteam would have to re pay 
Ag?..2bn of debt in the next 
two weeks if bankers did net 
agree to the rescheduling. 
Adsteam executives could not 
be reached for comment. 

Meanwhile, the rest of the 
stock market continued to 
decline, with the All Ordi- 
naries index Hosing 12.1 to a 
33-month low of L283-6. Turn- 
over came to A$l93m, up from 
A$142m. News Corporation fell 
SO cents to AS5JM). 
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Irish Telecommunications investments pic 

US $135,000,000 

Revolving Multicurrency Credit Facility 

Guaranteed by 

Bord Telecom Elreann 
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Agent and Arranger 

♦ The Sumitomo Bank, limited 
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